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imncoucTion 



Significance of Dudset Decisioiu 
in Dcf ex 3 se M£uw(>eaent 

Ibe defenee uude; 0 t hce beccoe a centre! consideration of top »n>> 
ccoaent in the De 2 ;>artD 3 nt of Defense, particolarly ainc* tbe enactaent of 
tbo Ilctioaal Security /ct of 1 ^ 7 * In fact, it has developed into tbe met 
ix^portsmt force leadii^ tcuvard "reci" unificatioii in tbo Defense Depai'toiat 
in]dor tlie plaaninc, procracsdix^ and bud^^iOG eyeten ioeugurated Isy the 
teoa of r^bert 8 . Heaemeu and Cbeu’lee J. Hitch in 1 >S 1 . 

Today it is ceecrnJLly accepted that strata^, proGi^eoaiz^ and budjct« 
Ix^ ere all aepects of the cunae bx^ie decislone*^ Military pdoae, no mtter 
bov cahitiouely forasilatod, ere axeaninglees adrejee unloes th^ are foasible 
and are svspportod 1 ^ Uxdcote, and, additionally, dofenee budgets are a v^^tc 
of public ibnds if they ore x^t based on souxid uxid xaconinglUl xmtiooel 
oecurlty poliq/. 

The defexse budget of the united Statoo is the coxioern of people in 
laony different an’eas of the trorld for various reasons* It has & txeaexxdouo 
iaipact on the ecoacesic, political and socio^psychologicol 08X>ect8 of both 
doceetio and Intexmtloxxal situations. What ax'*e the xaajor sotives for 
budgetary cefarss and t!xe ovoluticm of financial samagasexit in the Defense 
Deportuent in recexxt years? They be traced to oary interrelated factors. 
'Sas i 300 t outstanding elonexxts Z3uy be i^elated to ( 1 ) increased defense 

\barles J. Hitch, Dccisio>a«Mahiac for Dofoxxsa (Berkeley, Calif.: 
Uhivorsity of California Ptcts, ' lifc 5 )', ' ' 
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expcjalltureo, (2) strMz^-tbcafad civJLli&n control, (3) odianced efficiency and 

econoB^y^ eod (4) revolutloni£«l asUltary etmte^y oal taahaoloc!y* 

(1) Incroaoed defcsaoc eag)eadl tores aol t3»i r lapact on tl»» ocoa og;/.-»- 

Dinco World War 11, the Iticraosed IzitorzaatloriQl mLo of the United States, 

vlth accoepanyl^ reepooBildlltioe to siect cold vav ooafz'ontatlon and oporod- 

Ic IcK^ oonfLicte, and tl)e coete of casatas^v&xy voapon eyetcxx}, 

tOt:;ethi3r vlth the contlmlne c^te of prevloua ears, have pushed defomo 

opendlxic to trsDendous csxxuxts. Ibr the Fiscal Yasx l^jCy, Frosldont I^jfndoa 

&• Johnson proseated to tho CoE^piess & blUlc^a dofonse budget, acsounV 

1:^ to fd*? percent of tho oo/c^'cciont's total outlays p::^]posed for that 

yoar. Shis csKint vas rougidy 3 percent of the oetloatt^ Qross national 

Product for 11^.^ Its irpact on the natlcsii's ocosx3^ oa a vhole, on 

l}uslnos9 and industry in tonoa of price, ec|d.oyi3Dnt, and is olGnlfi- 

2 

cant. Consequently, it \rould be difficult, if not isposslble, to separate 
ooxixdc and political considomtiem from the dofooso budget. 

Civilian control — Uts problem of pouor otructure in the ISofeaBO 
Dqpevrtment.~>Sho conc^t of civilian control is an idcoLogy of a democratic 
society, ^ihis belief, faith and tradition have bo^ fismly iotbedded is the 
Constitution of the United States, vhich tssissa tho Fn^idasat, a civUion, 
the Cccanaader-in.'Chief of tho iirmsd Forces and creates intricate dbecks end 
balcnc<»s aecbonlsras betvesn tho legiolative and executive bx'onches of the 



~^ ^a>e Washireton Post , Jormry 13, li?b6, pp. A1 and A 7 , 

^Frederick C. Itosiser aM OsrvlUe F. Pollard, Iho Coe^ of /.ao riceui 
OO’/orxgMStat? Facts, treaids, ISrths (Hew York: Dodd iNe^, iaB^lXO; 

jBcl: EayED»i, Power at Penfcaiscm (Hew York: Ituper & now, 1^) , pp. 303- 

31iJ J. A. Sto<^la^cir"(c^TlT^^ ^ aad Forocootii^ in the Defeace 
trios (Balaont, Calif.: Kadowox'th PublishinG CcT.7''0^^* 
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CCTA^maent as in ths caeo of declaration of ofipro^latlons of fbola 
and oppolntzaents of officers*^ 

Particularly tO(3sy« th« dovclqgtai^t of tl^zTCKXtclcar ifestpoao end 
ballistic EoissiXes vith hl^^lly sos^iisticatcd control oystsns oeeos to call 
for cJ^tcr and strCK^er civilian control over nllltary stmtotar# procssejo 
and 0 |>eratlons. It lo cenex’ally accorded in the Uhl tod States that civil- 
ians shonld aoke final decieioos about the klnin of sdlitazy strateor to 
use in uofing a the typea of weapons systesos to be doveloiped and^ is»t 
ing^rtant^ uttat weapons cbeuld be esfiloyed iu a specific place and tine lxA 
tor tJbat purpiMte* Use pi'ofsseional military loodcra ore now askisd aoizdy 

to ad/ise^ suci 39 st and sa2;e roccssaendations to their civilian st;Q;>erlors in 
2 

tiMso respects. 

(3) Efficiency aiad oconooy~--tfae probloa of defease aans m ew at .— In 
the c^/es of aost tccqpcyoz'o tho «j)v«matnt in c^^nerd is I'cspacisibie for in- 
efficicnc^i voate and extravnoonce, the nilitoiy osthbllsIaBSQt beizis 
exception. Frequently thcsoc attitudes arise froa criticlss for the ^ovem* 
nont*s l&rafs uoaiato of spendit^. 2ho»o outside px-csscrn’cs for econoqy and 
efficiency in Govempoat c^ratlons, couplesd with tiao drive for tettor 
ix!ncc<303nt in tdie top eclscloa ot the onnaGcrlcl hierarchy^ have brout;:ixt 
about bettor decision-zao^tinG So? cffici<Mxt allocation of x*e 80 urcee« optiixss 
nines of the rmoarcco ovailablo, and cost reduction thx^ouc!^ improved pro- 
codu.'cs and methods. 

Daf<n3SO spendinGf vhicdx is xiondivisiblef iKHssEi.rI«»table and eqihally 
availnblo to tho public^ is vulnerable to contJUiuaue attacks. 

Cogwtitutioc, rt. 1« sec. 3. 

2 _ 

^aaueX P. Huntinteton^ Powox*« Expertise and lillitary Prof (me ion,'' 

V nsri ccsi Pefense Policy j od. Wosloy W. Posver ot el . (XUltiaaore, l£l. ; 52ie 
"Sopkli* , pp. lS5-l’>3. 
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Duo to time li^rcnt difflcultlos involved in dcfcneo undertakii^, 
criticisae and outcrico for euro ocono^ oni cfficionoy in the dcfcr»o 
ixuuGCDoat arc of a nover-ootlins aaturo. Bioroforo, tho dcxymtito fesr liettc. 
cunuceraent of defooBO dolXoiro aro o. conetcat cLallcA^e to toth oilitary 
and civilian officials in tbo defense ootalilishsunt. 

(^) Revolution i n c ^itery ctratcor e nd tochaalo^ »~-As Presidout 
Dificht D* ElSGifxver prodictod in today tiKirc Is no oopumte cpcound; 

son or air varfare and all stx'atcgic and tactical units oust be intscimtoil^ 
vmified and directed in ordor to be iUUy efficient effoctivo.^ Ttda 
cjpiilioo not only to ca^t operations in the field but also to top iau»jo- 
oent in the Defense D«:^>artt3est In planniix: and coatrollit^ tho esccation of 
proij;ro£3B* *030 advent of cudom woaj^KKS systcnoj> vith the great tochnlcol 
co^>lc:d.ty, laz^tt^ Xc&d tine and enorsoous coots hnvo cx^ ccustrulieod 
declnion>«a!iing imvltablo. 

It is the prcQioo of tliis paper that a ccx^iination of the ulovo 
clGHSixts bos been tho m,5or dri'/ing force behind the unification issue in 
tho DofQQBC Deportnent vhidi purparts to produce uni^ of cocsaaad, better 
coordination mote the sUitory os voU us civiXiajci«nil itary deportaento 
and Ggcjacies, nod the increased ocoaocy ond cfficioncy throuGh centrollsal 
authority in tbo Secretory of Dofenso feur defense plrnnir^ and control. 

The fOUotfini chapter uill c^ssaina tho devedspsunt of tho defence 
roar^^^^ations in the l&iitod States since World IZ in tho li^^t of the 
above prcQloe and will shour how tbs rew taansGCsunt tool of plantains^ pro» 
CromiaG and budgetli^ has achieved the lor\i-ocx5jEit coSk of oilltary 

\}pecial hixcods to tlio Coi^^roes on Roorjonlaation of tho Oofoaso 
li^tabllshBent, /ipidl 3, 1:^, rublic Papers of li >o Proeidc aats^ Dwight D. 
Siseri^jwor^ (Wachii^^ton: U. S* CtoveriaK»it^¥lHtl!Q^^ l^bOJT" 

p. 
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uaificatlOQ vitliout croetloo of a eii3^e sarvloo o.' a clQ 3 Xa CMcf of 
Otcff o^tOQ aad vithout prior cooc^oaelonol In the lost cboptor^ 

tho tjXiTicea dofismc By&tca vill bo usod ia a <liacuoQi<Hi of the Koroaa 
dcfciKO s^toQ^ vith eubooquciTit i£S>^G^tioi3e for Iho rjuu:%:t^s(3S)Qnt of the 
Kou'oem nllitoiy eotc^ichnoat. 

Prlmxy infbrmtlon for thio paper voo obtoictod throuc^ li^'ory 
roaoartii. Sacl^^roucd in t2ic Idotorical devoXopocait of the United Statoo 
dciOsaoo orga n isa t ion aoi sdlito^y bud{?3t8ay procodaros tm cocplled froii 
curront literature in field* 
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lUBTQRica. mmxomm of defws 

AID MUJ® nr DUDcsisisc m ran uiosia> cT.vras 

Since tbe 13ik2c^ ood coouutlng Act m&b on^tsd in ICmH, eeta^jllal^ 
inc the n&tiooal budget oyotSQ in tbo tAilted Ctatoe^) until World War 11/ t!«e 
cssjacctial role end procaSure of budcotli^ in ttoo military d^partaaento vq:X3 
not iluilazxsntally ebu^jid. tUIitazy bud^ts tnx-o xscxseku^ <»i tba basis of 
objects of expenditures in the bureaus of tiao end Ij&r Dqpartcmta/ 
tholr &‘ospoctlvc! Geoi*etarlcc transmitted tbm to tiao Cocyrws os a oatter 
of exmrse. Tbc defenoe of the appropriation i*oquosto xk)o principally ariSo 
by the barosuB tbcsuclvoo/ aal siast cf tbe q?propriationo xjgx'q mode to tba 
‘ixu'mn level and below 

rao Second World tier rcvoolod that tho services wero relatively un« 

oucccoai\il in the poocotioa dev^opaent of boclc otrateo^c and Embillsatioa 

plans and coisociueatly tholr initial oetlzaatc^ for xxar zxitoriolo wore pr^C" 

tictilly worthless tjejI pi-oved to be raero ^suesawx^Ii. * ccos\lin 3 to hutix)r 

OtiXioh, the war was not what the plamors thouchtp and did iik>t cone as Utisy 
2 

bod irm{;lQod> Si»»! World liar IX thero have boon noKsorcTus activitico/ cs> 
porioontS/ onl iaitrovisatians oa voll oo oaoe very ihndaaantol and fii>n 

^^Rroderlck C* llxsijor, I^roprata Sudactlnss raes^ and Praetico 
(Bow Yorh: iXmericon BooJi - Strotfoed irecs/ Xac., lo5^» P» 

2 

Luther QulidC/ /dalniatratlvo Reflection s frco w orld War II 
(Uolversity, Aiabaaa: ^frd^re:ral^'’Sf7dS)aE» P^g7"^^ P» 
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che^jM in the dcfoiieo with lacrfKrinlx^ OEptiosis on c^xsaXor 

orjMxizational unlTlcction ontl a ntvoBiytc civilian control over lalXitary 
stratQ:;;^; prc^ 3 rcaclnc anl Us2c<3tl3\>< ^Itio Inlticl attcapt in thic direct 
tlCQ mtorlollsod os the passaco of the Itotiooal Socut.’ity Act of 19^7* 

5S»o Il^tlonaX Cecurity /ct of I 9 U 7 

Ogtlenatloai of the cssact tiaa and cssmoa of Military ualf Ic&tion 

veuy aeanoG military historlono. Gone contend that one reaeon vus the 

attCKiit to eotoMlsh the outoz^x^ of air power Ourin^ the early 19@3*e^ 

dibava claim it vaa vartire inoffici^^icy end ucste, and etill others attrib> 

ute it to the GucceesfUl intez*cC4r/ioe coordimtion darli^ the Second World 

Wcn:.^ Whatever the rccnoos;, and in spite of tho introdaction of at leoat 

si::^ unifioition bills in the Congress aiccc XJHj m veil as nusaorotns 

Izcori);^ in the Cox^jcoo&f military imlficatlon eos sot cultattantiatod until 

tlK} enactment of the SJatioml Sccm'ity Act of liAl» 

^Qie IkitiOQCLl Security i.ct wts the first step tams<k uniftcatlcxz 

after arduous end oamoot efforts of esny people^ induding Preeidoot 

Qerry S* Tiuzaanj the first Cccrot&ry of Jhacs Forrostolj Foixlinand 

iilhemtadti Generals Dvlcht D. Iliscnihoiier^ jUmrton J. Collins, end Zisiiuris 

iSorstsdti i'diairals WiUisa haohy, Chester VI. niesits, cad rbrrast P« 

Sborocuij and the Viesrhors of the Gomte Cocxsittoco of tUlitary Affairs and 

2 

!Ja.nal Affairs, to nzuoc a feu. 

dho /rmy *8 Collins ELoa vhicI^ was aubaittod to the Cooersss in IJo 
onvlaiOQSd a dsc^roe unificatioa and tneus siupportsd by President 

C. Biss, M aza acoaon t of Defense (Doltitwre, 9H.; !Jlso JOhras 
Jlopkiro Ualvorslty Praes, Spr3^*~ 

2L 

j?aul Y, naesK)»l, Six: Defenoo (Prlncotoa, H.J.: Prinws- 

ton university Ps'eos, Ipuif/EP •’ l2C-"Sri * 
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Tioscim, but the thcn-Socretsry of the Ifovy Pbrreetal and the Navy 

08 o vholQ strongly qppoecd this plan* Instead, Mr* Forrestal proposed 
the so>called Eberstadt Plan vhlcli represented a lesser degree of unifico~ 
tlon and relied heavily on decentralization and a coordlnatli^ cociaittee 
systOB. Major dlsagreecienta between the Aray and the Havy vere over these 
factors: (1) the euthorily of the Secretary of Pefcmse, (2) cstablichHont 

of a Sli^e C3ilcf of Staff, (3) the land-based naval air am, and (4) tbo 
status and the olsoloao of tixs 24arine Corpe.'^ 

The Any Ixmlstod on a strongly centralized Oeportawnt of Defence 
under a Secretary, with the enistlng Dopartnmte x'educed to three coordinat- 
ed "brooches" of cubordlnate status* The Navy, on the other hand, favorod 
unlflcatlcsa, but only "in a less drastic and esetreoe fom*" It assented to 
a ssx>arate Departaent of the *i.ir Force, but tlie Navy wanted to retain full 
dcpartccnt statvB for the Havy with Cabinet ronl: far Itg Secretory. It 
viewed the role of the Defense Secretary as "a prooidentlal deputy with 

clearly defined powers of decision over specific mttero” \d30 would not zrui 
2 

tho Doportiaent. 

To eaploln the reasons for differences in opinions between the two 
services is beyond the scope of this study, but a few conaento deserve 
□ention: 

First w&a the different concept or approach in mn&geaKnt* This 
oey be traced to the differing rodes of qperatiom. Traditionally, tho 
/ my used to operate on land zaassos with large nnsibers of troops, whereas 
the liavy operations wore scattered over the vast are^ of the sea. The 

\’alter Hills (ed.). The Forrestal Diaries (Hew York: fDw Viklnip 

Frees, 1951), pp. 1^, 163, 230, 

^Ibid *. p. 163* 
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fbrocr needed closer ccntralissatioa of sutborlty, uhcreos the latter prc~ 

1 

ferrod decentralised operations* 

Second vus Secretary Forrestol's helief, based on his experience 

os Secretary of the R&vy^ that a single Secretory of Defense would bo unsMe 

to handle such great responsibility and, therefore, ouch of his authority 

necessarily would IhU into the bands of his wUitary advisors* ConseQuent- 

ly, the Defense Secretary would have authority without knowledge, and would 

inevitably becoae an ispotemt Secretary which noant weakened civilian control 

!£hlrdly, unification of the /imed Forces, as Hr* Forrestal viewed it, 

was neither necessary nor desirable as a &»ono of solving pressing problecas, 

especially those of econoc^ and efficiency* 

Finally, ibrrcstol desired to keep the lixvy intact os a distinct 

service, loct nerely an a subordinate branch of a vast Defease Department; 

he feared, as did the liivy, that unificxiitioa was deoignad less to streiinline 

the Pentagon organization thou to relegate the Ifcvy to a Junior status in 

the cdlitory estahlietosnt* Under the various Arsy plans, the Havy would 

ccaso to be an autonocaous d/^partsaent, and would not be Individuallstically 

represented in the Cabinet* 2Ie anticipated that the dioice of Araed Forces 

Secretary would be influenced far more by the /ir^y than by the navy, and 

concluded that there \fos only a slight chance that he or any other naval 

3 

official would be eppointod to the position* 

Whatever the arguments, the unification became & reality whesa the 
Cewgress passed the bill and President Tnsson signed the Hational Security 

^lbid », p* 333* 

p 

Ibid *, pp. 83«8:)* /Iso see Arnold A. Rogow, Jfcaes Fonrestal, A 

StmSy of Personality, Politics and Policy (Hew York: Maoaiilj^ Co*, 1^3), 

— — 

^\Ogow, p. ZLk, 
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•>ct on July 26f X9^7» IraalcuULy, Jaaam Forrestol vas appointed ty Prcsldout 
Tiumn as tbs first Socrctory of Defenso and vaa conflrssd on July 2J, 1^7 
ly tbs Senate.^ 

^Zho I^tlonol Security net fbllo^i^; In the naln^ specifications set 
UP by Hr. fbrrostol, ^diidi originally were devcloi«ed hy Ferdinand Bierstadt, 
hlo 10Q£;-tlsK> consultant and friend. It estahllahsd three levels or cate- 
Gories In the defense organisation. Ihe natloiK'J. mchinery consisting ot 
the National Security Council and the national Securl^ Resources Board vus 
pGLaced at the apex. ^Ebe national military establlshaent consisted of two 
levels; the first levels hooded ty the Secretary of Oefonse, cooslstod (xT 
four cosaoittees: the Joint Chiefs of Staff, the Vlor Council, the Mmitlons 

23ocrd, and the Research and DcvelopBent Board. Iho cecond level included 
the ^irce military d^i^irtacnta — ^the Aray, Navy, and Force, and the ugli- 
fied field coraaonds. Iho ^\ot specified that the Secretary of Defense be a 

civilian, and tiiat he be the "principal assistant to the President in ell 

2 

matters relating to natioml security." 

His duties vere (1) to establish general policies and prograns for 
the mtloml military octablishsi^; (2) to exorcise general direction, 
authority and control over the ostabUshoent; (3) to eliminate unnecessary 
duplication or overlap in procuranent, supply, tranoportatlon, stoiucc, 
health, and research; end (4) to supervise and coordinate budget matters of 
the cceponent activities, inclndlns foirulatloa of tudgst estimates far the 
cotablishmsnt. however, bis power was lloitod to "general direction, author- 
ity and osntrol" over the deportments and hs woo not to administer the in- 
dividual deportments, ibe ^.ct specified that ’all powers and duties 

^MiUs, pp. 2;X^97« 

^national Security Act of 1947 , P.L. 253, 8oth Cong., Jhly 26, 1>7» 
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IX 

xtilati^ to such Caspasteoxsta oat spoclflcaXly conf^srrcd upon the Secretary 
ot Dofeme hy this Act ehall be retained by each of tliolr respective Sec- 
rotarioe."^ Axid the posers of the Defease Secretary vere not to be con- 
strued so as to prevent free access of the service secretaries to the 
2 

President. 

As vlll becone clearer later > the Act did not vork out as oricineJ-ly 
planned. In ihet tvo years later Secretary Forx'cstal^ uho advocated, pro- 
XKseed, and defended strcK^oly tho decentralised coexalttee systoe of the de- 
fense OTt^snlsaticm, had to recotaaeni significant choz^:^. As Charles J. 
Hitch declares, "the Itxtlonel Security Act of 19^7 octoblished not a unified 
department or even a federation, but a confederation of three oilitary de- 
partments presided over by a Secretary of Defense vith carefUUy emuaerated 
powers."^ 

Title IV of 

Secretary of Defense Joaos Forrestol found hiaself frustratod vithin 
a little z»re than a year, cinca the systen he luid espoused did not \K>rk. 

In hie first anaual report ho retxsdendod a broud clarification of his powers 
xaoklng it dear that the Secretary of Defense has the responsibility fbr 
essercisii^ "dix«ction, authority and control" [note deletion of the word 
"(general" in the ori(sinal i^ct] over the military dc^urtaents and defOxiBe 
a^zacies of the Itxtional Military SstablislMcnt, a provision for an Uniei' 
Secrotary of Defense and of a Chainaan of the Joint Chiefs of Staff (either 

^Ibid . 

^id . 

%tch, p. 15. 
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one of the three or a fourth)^ end ellfflloation of the three service 
secretaries fvoa taasibershlp on the H&tlonal Security Council.^ 

Llalted defense hudeets lcc>osed by President T:*umn through the 
2 

"rsEnlnder nethod," end ix>untlng Interservice conflicts^ notably between 
the Air Force and the Havy over the Jurisdiction of nuclear bOQbe — the 
rapidly developing ultimto ^reoj)Ono---characterisod the first two years of 
the unification ciqperizcnt. Essentially the root of the dlsputeo aay be 
traced to tho shoriz^ of defense budgets aaozzg the ser/ices> It esetendod 
naturally fron dleagroencnto over tho roles &od lalssions of each servico. 
RQali 2 in 3 the relationship of corvice roles and nissioos to the problOEas of 
budget allocations, 3ecx'Ctary Forres tal atteeptod to clarify the roles 
through an interservicc asGOtiatioa treaty at fOey Uest, Florida, later 
sioendod at Newport, Rhode Xslcnd. Ibe treaty failed froe the outset os a 
basis for the service egroesnontj in fact, tho services disagreed about the 
correct intezpretatlon even before its publication. 

Another slgnlflcaot dovolopeent in tills period wus the «itabllsh> 
taent in of the McHanx^ Board, headed by /ir Force General Jbs(^ 7. 
MeflOmey and coeaposed of Vice Adsdral Robert B. C&rmey tind Araiy Major 
Gensrol George J. Ridutrds. tUds board was to review and advise the Joint 
Chiefs of Staff of the defense ludgets for Fiscal Y«ur 19^0. The board vos 
able to cut the proposed budget froa ^30 billion to blUionj; even so, 

this aasount exceeded by $J*2 billion tho projected celling of $14.4 billion 

“ hpirst Report of tlx? Secretary of Deforoe^ I9^s3 (Washiixstoa; U. G. 
Coven»cnt Printing Office^ pp» 3-^« 

^During the late l;A0*s the zailltary sgezy^i^ were allocated on 
arbitrary fraction of what was left over la the budget after interajt 
chargos and other fixed costs had been taken core of. Sec Masher and 
Poland, p. 106. 

%omond, pp. 237 **^ • 
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set hy Pr«eldeat Truaau. Mr. Forr««tal pl<a^»il a comtructlY» 

role aa aa intomediary uotweea the Kltlt* iiausc ual tlie Jelnt Chiefs of 
Staffs he hod no etatiitory pouor to fo£*ce & reel e^recaaent vithla on 
uiqprovod celllnc.^ 

Shortly after iaeucnco of the Secretary’s report, the Hoover Ccb>* 

islsoioa Thsh Force on lkitic»al Security OrG^isatlon subaiitted its re^)ort 

to CooG^ees In January Ibe Temk Force uas hooded ty Ferdinand 

Dserstadt, the chief architect of the IjRvy plan. It oc^^haoisod the relative 

voedmees of the Secretary of Defeiso and tiie need to give his a grater 

authority over the service dcpartoents xrlth particular reference to their 

2 

XUixi roquoots oxid their msponditures. The z'ecccraendations of the Hocfver 
Cossoission Task Force closely reacsj^bled the r<^?ort of Secretary Forrestol. 

It recocsaendad deletl:^ the uoxd "general** frcn tho Secretary’s authority, 
sharpening the Secretary’s hudgetary control, oliadnatlng the provisions to 
perrdt c^jpoals ty tho service eocietoriee directly to the President, end re» 
aoviz% the "reserve pouers" clCAUi9~theBe chencoo would clarity and strerk^thsn 
the Secrotaxy’s authority — providlag a ch:iirt 2 in £t>r the Joint Chiefs of 
Staff. ^ 

However, none of ti)o Hoover Ccx^sslon Tsj^ Force recoenendatione to 
give the Secretary of Defeme better control over depoxi 2 ient&l budeets wore 
included in the President's i^r'gonisatlcm reccxosaolaticKs or in the early 
draft of the X$kj raori:?ialnntioa bill — the 5ydlct3» bill. Durian the testi- 
saony on the ^lydings bill the duirsicm of tho Force, Mr. Sberstadt, stsg*' 
gmtad that the Senoto conoidor adding fiscal provisions to tho bill. Ho 
ccmtcaadod that without a cocfleto overlxml in budget procedures and fiscal 

^Mosher, Pre^gua Budecyting, p. 32. 

^aid., pp. 32-33* 

^.ies, p. 127* 
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policies there voald be no subctuatlal Irproveiasc^ In economy ond effi- 
ciency. Ibe Senate coDSiittee osI'Xid hie to write such an wMsaflaent^ sulee- 
qucntly this suGC^eotlaa boc.^ Title T/ of the Kcorc^sinlzatloQ Act.^ 

On Au£;u8t 22, Ij^j the provisions of the i*ooztpnisation bill bect-iso 
low as the liational Gecvirity ct . Hcadaonto of Public Law 216. It wn 

another ot^ toward unification. Zn this cacnisicnt the prinecy of the 
Seex'otory of Defense as the principal osslotant to the President on defence 
raattors was aaphosised by dolotlr^; tho word '’^oueral” along witli the ”i’ 0 - 
servod power provision." !iS]C service dopartrjents lost their status as execu- 
tive dq^artoents. Hio Secretary woo given a Dc^ty Secretary and throe 
/issictont Sccretorlco; a chBlrBEin vas provided for the Joint Chiefs of Staffs 
end the Joint Staff was lncro.\aod froei 100 to 210 offio^rs. In effect > the 

Krtionol Military Estchlisliiaaut was convex'ted into & single deportaient aril 

2 

service secretaries were rexaoved froD the Natlo&iol Socrority Council. 

The Bore significant aspect yt the on^nxlaents was a prov'lsion tar 
Title Tf, ^diich VOS added os an afterthouglit. Tills created the Oiflco of 
tho a ssistant Secretary of DelVn»e (Ccci^trollcr) idiich would play a, )sa^ role 
in the defense oBnageaent refers* in ensuing years. This office was given 
tho authority over all defense agencies in budget ostiBates, occcmntluG; in- 
ternal auditing, and statistical reporting, subject to the authority vud. 
direction tho Secretary of Defense. Also it provided a coR^itroller in 
oadi of the three nllitory departsaents with uutiiority and responsibilities 
sinilor to those of tlio Defense Ccci;>trollcr.^ 

^Ibid ., pp. 127-123. 

^n&tloneLL Security A.ct, Aricndnerrto of P.L. 216, 6lot Coi^. 

Aucast 1071TO~ — 
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iMso of equal lipot'taaco vas tiie adoption 'ay the Coi^pross of the 
"pcrforExuace budcef* idea to the dexfosee hudcct U8 ixicoRneoded ty tlie Tlrot 
VoojrsT CoMEdssioQ. A pcrforisance budget vus lUKlcrotood l:y the Consloolon 
cm a '’budget Isaeod on functions^ activitice^ end vovL projects rather than 
in tOTEs of things bouc^xt.” 

In his tookf IVodcrick C. Itosher concludos that the premise of 
greater ecoixscy aad efficiency was the principal ''aelling'' factor for Titlo 
1\T. ^.ccording to Mosher, it vcm deigned, in the words of the IIouso Camr- 
nlttoc on Araad Servicoa, to "place the operation of the Itatiosol Mllitiary 

o 

hstohlishsaeat on a sound hesS^mta^ and fiscal srxnageac^xt basis* 



Defcnco RoorGanizatioa of 1);03 

Shortly after his olcction, President Eisex^howsr directed hie neu 
Secretary of Defense, (Sicirlos E* Wilson, to appoint a comittee under tiie 
direction of Delaon A* Rodxcfcllcr, ^dxo vas also Choismn of the Prosident's 
dvlnory Ccaoittcc on Govex'nr^nt Ort^onlzatioxi, to exatxine defense orgsaisa* 
tion so os to keep hio cospaign jfXeiQiss of ‘'secmdty with solvency* end a 
"Haw Look" at defenso poliQr. 'Ssq Rockefeller Han, xrixich eventually beesjae 
Preoidontiel Reorgxnlration Flan Ho* 6 of 19^3, largely reflsctod the views 
of i1» rsedbers; formats: Decrctary of Defense, Robezi; . Lovett j fomtsr CSioir- 
xi;n of the Joint (Sxiefs of Stuff, General Otaoi' K. Brodleyi fbnaer Chuix^xja 
of the Rosearch ond De'Ailo2?saent Board, Vannevur lX»h; and others. 

'''Cosalssion oa OrGoiitotion of the Esascutive Branch of the Oovom- 
DOnt, Budgetiis and Acoountirc (Washiaston; U. S. Govemaent PrintlnG 
Office, lj^9), p. B. 

%k3slxor, pp. Jxl-Ji2* 

%:sxond, p. S62. 
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^Ihe Rockefeller Re^port stressed the need for streo^sthenod clvUlun 

ccmtrol by cXariiyir^ the authority of the Defsme Seex'etary and liia In- 

o.'e.i.sod exercise of control tSutiuch the three clvlllcia secretaries rather 

1 

tliaa the service chiefs* *>lso csjpiiasized yas the laiproved strateGlc pleJir 

nin 3 of the Joint Chiefs of Staffs ccsiceivlQG of the Joint Chiefs of Staff 

os CL planalns body rather than a cocHand c^ency vhooc main object van to 

fonaulste plans to "cope vith the chaUen^ of onaror." Coeraand respoek> 

sibility resided vith the civilian secretarieo^ not vith the Joint Chiefs of 

2 

Staffs occorditsG to the proposals of <diance of the Report. 

Also iocluded in the proposals vns tho elimination of the oM etata> 
tory G^jaaoeXea, the Idmitions XSoax'd and. tho Reseoredx and Pcvslopcicirt 
their functions beinc civen to the Secretary of Pefensa. Six udditionsl 
assistant secretaries vero to be added to tho Secretory of Defense es his 
iisasdlate staffs^ tdrich voeld X3oks up nine assistant secretaries rather than 
tho previous three* Frasidont iliseubover noted that ocxxoce^ couM be attainr 
od “(mly by deoentrolisatitxx of operations, under flexible and effective 
direction and control fron the center*' and central control vias isposcible 
bec:$use sooe functions vero ossicned by lev to uasllllng boards 

3 

. • • *" la short, Rsorconizatlon Flan Ik>* 6 of l!^3 cidxxdied thixie throu 

aojor chai^ae: otren^tlMinod civilian control, iiytrorvod strategic pXiJinin,^, 

L 

and gave effectiveness with cconony. 

^es, p. 1^1. 

^Ibid . 

Hi»oQ&3 AccoBDoryiiK Esorgonlsation Flan 6 of 1^3* Relatii%. 
to tixo Deptu^tsisnt of Dofenn®. Coaslttoe Reprint* H.D., 130, o3rd Ccxag., 1st. 

c^orri^"p. 5. 

^‘iRlos, p. 151. 
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n 

]St/ 1^53 Pn»ident Elscriicnter reco^:;nizod the need fOr e:^Mditlns 
strcQ[jthenlag the unlfic&.tion process^ largely 'bc^c:a^llse of the pseeauTSs 
gcxierated lu the Custesmci cotabliohaent, the peyx^ujloslccil eeth&ck hy the 
QuccocsfUl laaiwhes of Russian Sputniks ^ and the o^veroendins Intcrservlce 
bickei'ine* In hie Defeneo rcorjanlsatlon in <^pril 195 Q, Presidexxt 

Rlschb^i^r declared that ecx>arate grouM^ sou;, U3d vdr \Kurfare vere 
fover/er, and that the next var vould Involve all a<snrica0 In a concentratod 
effort. Us felt that strategic and tactical pleasing ssjet ho unified^ and 
ccsS;^t fOx'ces cost he or<7xnisod Into "truly unified ' cemsends^ that tot'csoa 
u»t be capped vith the coot efficient w<eap:K 30 eciesee couM develop; and 
fCrc<» ntust be "oli^ily lod and proporod to as one, rt^^ardlcss of 

servioc." And, finally, "all doubts as to tlm fUU authority of the Seci'c- 
tary of Dofeaee'* bad to be ccttlad once end for all.^ 

2 ie Act xjajd oaendod to pi*ovide ti» Secretary of Defence further 

increased authority and I'ocpaislbilities, especially vith regard to the 

qpcratlonal directiem of the uxsod Forces aix^ in the research and develop^ 

2 

E9cnt oroa. Bjo Secretary of Defease was givesi groater latitude la trans> 
ferrins, reassigning, or alxslishlns the statutox*y functions of tiie three 
servicoo. Bje Act specified tliat each nlUtory departaent would be ''seper- 
atedy orcanined** under its own secretary, and that oacdi would function i*.aSer 
the diroctloa, authority end control" of the Secretary of Defense. 
tens * separately cdsdnistoxed” was finally dclctod. 

• HisBsece frog the Pr esidant of the Dai to d Gtotaa TraaKaittlnLjRccaEi -- 
laoal wti oas R«^tlw to <kIFI^ixel)ift^e~'StJ)SioSK^ ,'' 
bossV,' 3bo, pjp« X~<^« 

^yngaiUxfctioti Idea 1 of 1958« Papart a wwat of Dcfcaise F.ooriT;ani8atloa 
-ert of 1J>53 j P.L. Sj»th C<»!g., Aug. 0 , l^jS. 
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i‘lao tlic oilitaiy \^di lied lic<%i actii^ ao oxecutivo 

C(:;onto in tlxi operatioml cootrol of tbo unlfioel end opcciflod ccxaaencin, 
uorc tcl33n out of tbe conxual cliain, so that tbe lino of caanand nov rtuio 
froQ the President to the Gecrctoiy of Defense thi'aujh the Joint Chiefs of 
Staff to the unifiod end spcciflod cocssaods. n a x^^ult of this eolar,^ 
fUnctiOQ of the Joint Chiefs of Staffs the Joint Staff vss increased to 
officers froa the previous coilit^ of 210. txx post of Director^ Defense 
noeoorcb and Dnglzxserinc ixis ci'oeted, not only to sroporvlse research ^nd 
dovclppsont activities tut to direct end contx*ol those activities.^ 

.•ppralsol 

cxaisinatioa of the above dcvolopnont of defense xeoi-^aniSu.tic»;, 
it i3sy bo cotxduded that arjGi^nisatiOtt issix» and conflicts caonG; tdio 

siUitary services since Woi'ld Vlor Z1 con be nsrrovod down to tiie problcss of 
gl/ins service its cpprqpriate share of the defkaiee budget, /-s ocrly 
«4Q ^d3cn President Tcusan x'ocoaacndad passage of the liationsl Gccurity 

ot; be cnvislonod that strb.tcty^ progrosa^ and budget are all aspects of 

2 

the coa» basic docloioso,'* but full rcKdlaatlon in defense maaceoeat toou. 
a lc«c tiao. 

/jK^ther Qop®ct of tho problaa vould be in tenns of power stnictorc 
o&ync tho top lilerorchien in various cQscKnKiats S 2 & l€r/els in the defc^e 
organisation* The heart of the problem can be boiled down to the question 
of csuthoi'lty in the dofomc soaiOGOcsat. In prcr/icxss soctlona it woo poiatod 

p 

special Massego to the Congnats Reconaa adii g tise astablielane arb of 
a Dapartaeat of lfa.tio:^ Z^ onsef Decc siber PiibiTic Papers of ^ e~ 

Prochl^tgj Barry 3. G.^Otr/Qinsaeut Rrintln!^ 

Office, 1 p . ^ISTr 
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out startlQ(3 vltiii the d£>cciitraliaed coi»:;:cpt in the trend hjo 

boon toucurd centralised v^Uiloeci^)/ of oanoce^it rtXjXxnc hoavily on tlis 
docisien of tins Secretary of Defense* She resulte have been gpreater anl 
ct£*OEV3Gr civilian control Ovor zsilltasy a^enclcc in ontlcipation of bolLsncod 
nilitary policy and Iqprovod £xnxvG<X3Bnt of the dsfenoc CEstabll£dsaent. 

SbEJce tx'endn oecsa to be natural vhen defonco mncv:a8K2nt is vievod 
In the lij^it of incroosln;:^ cocplcsslties and Biibtlctioe In the natlcMial 
security probloes of today. NOv concepts of agiA revolutlcailzcd stratat^y, 
the loz^ load tloe^ lusd esnorssooB oasts of caednm voe^om and ei;pf!;»rtins 
systorrij, the rapid rato of tecbnoiOGlool cdvacsces, r»intins threats of po- 
tential {nMclOB coi^od vith the politioal; econoeic .uxL social especto of 
trsr or pcoce^ as veil as the public attitudes tOkTc^'l war> adlit^cy oz^^anisa- 
tions;^ and the goveriB 3 arit'**‘tl» 3 Ge and other factccs have contrlbutod towards 
isddLng natioml security docisiosas ec:nre diffic^t ani oepllc^ted than eve.' 
berfore. In tarn, thcoo cn/iroi»ental sottii^ ccseaa to require raore cen- 
tralized decision-asMt^ in the top laana^i^eEiKsxt of the Defease DepartsMst 
cn the basis of raticnrl and locical calailatiom and in tersn of the 
Intecjratod polltico-asilitasy policy cdt the nation* 

Despite the say elonificont Issprovefiscnto in the finencial zaanooe- 
fflcnt aroa in the Deferwo Deportaent, espocially si2>» the emctMent g£ 

Title IV of tha tixtiooaX Socurity Act /jasnSrent in X^i j, not until lA'l, vhen 
the tccai of Mclisaxvm and Hitch innovated and izplcsxnitcd a radically nev 
mnoGoeent tool — plsnainc cad bodcetiac throu^Jj proGrarialrc~-was the full 
iatoi^ratloa of allltary activities realized end .'ccl unification of the 
uTaod Farces achieved. In tSve of cos of its architects, Charles J. 



Hitdi: 
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I laply zio diej.'ospiact to the prodocacso^ of tiw present 
Oecretsuy of I>efQaso ubiai X say tiiat oXthouJtx vo have ncr</ had 
unification "la naise" f<*r cijsast eisJitoea yotv.'s, there vaa 
little unincatloQ "in fact" until 19^« cocc<^ in three 
nreca: 



(1) Uoiflod ccantst^ndn hed lieen created In uU oversees 
thoatres and for coiitincntal air defense. . . . 



(2) Joint csmtii^^aticy plans for the use of cxlatli^ 
forces had teen prqporesi by the JOint Chiefs of Staff for 
zxxc^ coatingcncleG. . . . 



(3) Finally, the civilian oecrotarico had talioa control 
of the over-all level of the defense tudeot and bi’ou^ixt it 
into line with the ficcal xolicy of iho GdMnlatmtiou. ISaa 
prioaxy nethod of oo brlnciae the defease budjst into line,”" 
wed ly all Secretaries before the x^z^ont Incusiboist, vaa to 
^vide a total dofeaso budget ceiling aaosg the three lailitary 
ISaavij^ "to oc^ "Separtajerffc* 7~'Q3& aUocation 
of its cbiliag 003332 ^ts o«m fhnctiow, units, and activities* 
Tbo Dofense Geci’otarloa use d th is aetl^ becaua e teoy lA cl«d 
the mnagcaaeift^ riSedSL to do it ray othS' 

tltodorllndns added*] 



Xu the fOtlXoMizsz cheptors the ideas behind the new plannin^f 
(;rwaEzli^, bud^oting cystcsa end the lagchanitaao *Jhich nnhe the systen worl; 
vill be csooined. 



^tch, Ep. 17 -aB. 



CaiPiER II 



COICEPIU'a. OF H^OCSlvM BUDGSTUiB 

PevelofflTBKt of fex’forsaauoc Bud^tlnc 

fm described in the preceding: diapter^ tlie idica of a perforraaace 

budget was adopted lu 19^9 Tor the defense budoet os recacaendad by the First 

Iix>ver CcGEOlssion. In subecg(uent years this vus aj^rooched largely by re- 

clsssiiying the budget structure. Consequently, efforts centered aroum re> 

orroegesients of uji^ropriation titles os the first step in isideoentlng a p«r« 

fomaaco budget in tho Dofensc Departnieut. Ihis vos un effort to provide a 

better revieir on tho basis of broad progrars or areas of effort, to place 

the entire cost of a progroa \7ithln a single appropriation, vhcre possible, 

and to align funding r^poneibillty vith larmagceasat responsibilities.^ 

£y 1991 the navy had drastically reduced its appropriation titles 

froo 52 to 21, the /urmy froia 21 to 6, and the »ir Force provided 9 appropxda- 

tlon titles. However, the conceptual basis of the appropriation structure 

asDi^ the services vos quite different. Ibe Ijhvy based its appropriation on 

the organizational structure existing at that tiiao, aszmly the bureau systoci 

rather than the prograrmtlc or functional basis. Classifications in the ir 

Forex^, in general, vero broader in definition and fewer in zansber ozid tended 

2 

to segregate capital costs from operating costs. In 1990, the Defense 

’4)epartiacnt of the Jlctvy, Duroou of Ha.val POrsoaaEJl, Financlcl Ifenago- 
osnt in the Havy^ nWPISm 10792-A, 1962 , p. 3tJ. 

^tosher, p. 83 . 
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Dcpartaeiit eot&bllshod & closnil^catlon of CatOQorles” In cmler to 

provide a Utols for 6 \» 0 srizinG sak ccnparlns the total costs of tlie thrse 
services* were: (l) Milltsry Fcrsonnsl Ooets> (2) Maintenance and 

Operation, (3) Major Frocureraent a4ad Production Costs, (U) Acquisition and 
Ccoistructlon of Keel Fropeirty, (^) Research and Doveloipiaint, (6) Induotriol 
itoblllzation, and (7) Bstablishaent-vlde Activltiso 

!Cbe present budget structure In the allltary dc^isrtments Is such 
mro streosiLlned and ctandardlsad than the previous structure. It cl&o 0 l> 
fies the bud«^t into five laajor cate^pries such os: 

1. Milltcvry Personnel 

II. Qpsratlcns and I^lntenonce 

m. ProcwTQBwnt 

IV. Research, Developneat, Test 
and evaluation 

V. t'Ulltcury Construction.^ 

Ihere had been mny sl^^nlflcant icprovciD^nxts in financial zaonacc- 

ixsnt In the Defense Departoent besides the sliiiliflcation end nademlsatlon 

of tho appropriation structure since the isplcsRntation of Title IV of the 

Ibtlonal Security Act of 19^1 » os onended. fsaoQ the accorapllshaents were 

the cstObllshEBnt of tho comptroller organisation throu^iout the services, 

consimsr fundli^ aid the use of stock funds, locreaood o^ihasis on bud£^ 

Justification, and revlav cad establlshnent of and li^rovarBonts In financial 

■a 

accounting for oaterlel inventories. 

^Ibld ., p. 3?. 

%)epartaBent of the Mxvy, Office of Cocptroller, Bud;^t Digest for FI 
1^, » VEX03 P-1355, 1965), n>. 33-73. 

%enato, SubcosKltteo on national Policy Urchlncry, Hsarlngs, 
ins for IbtianKl Security, tho Dudget and the Policy Process, 3^/th Cong., 

1st lioss., 1961, p. ioo5. 
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^Zbsse achlevcasnts ore credited to the first Assistant 

Secretary of Defense (Coc{>trollcr) , Wilfred J* Mcl^ll, idio served zaore than 
ten years In that capacity^ until Movedber 1^ lj)3J* Diurli^ his tenure he 
plcyod a very olgnlf leant role In defome policy oM c:»orcised conelderaljlc 
control over the services vhich voro conoidered at that tiioe to be beyond 
the custOEXuy responeibllitlce of coeptrollershlp*'^ 



Concept of ProsrcjQ Bud 2 ®ting 

She tera '’prosrea budcstlns" has different oeanls^s for different 
people. Boland McKean and Melvin ivnshen, in tlielr vrltlno;^ have tixls to say: 



’HHo soae It succests no core than a restructurl::^ of 
□ud^^t exhibits, accusulatlng costs in vs>ro sisanlnc;ful 
cat<^orics. . • . 

To other people, a program budeet Isplles a budget 
that eqploys a loaK^cr tloo horison than is ccxoaenly 
found In the present ... budget with its foresrd pro- 
jections llmitod to one year. . . . 

To still others, the concept of progroa budgeting 
includes, in addition, the ^r 3 e of cost-utility analysis, 
a logical and aeosuring relation of ixpute to outputs. • . . 

Finally, tliero ore those vho understand the term to 
l^ply all the foregoing pQrui one significant addition — 
arrengeBsnts for enforci% tl:^ allocative decisions 
through appropriate inplcsaantation provisiono. . . . 

.... dhe progrea budgeting concept ... esforaecs 
oil four of the itaaa li s ted above . In other words wo are 
interested in the orgoniaation of informtion for decision 
anlcing, aid our vlev of decision ssskii^ is one that con- 
tinues through inplcs3antation.2 [Underlining Ciddod. ] 



'^huaaend, pp. 305-30^* 

Poland N. JSciCocin and it^lvln Anshen, Fr oblcsBa Llcitations, and Risla s 
of the Progran Budget , iieaoraadua, RM-4377-EC (Santa Hsnica, Calif.: Sse 

Hazxd Coxporation, 1J^3) # P* 2. 



w 





24 



Pro^p:^ bud^etit^ In this sense la an entix’ely new concept, quite 
different frera the pcrfbiTaunco budget concept even thoutjh they i^ve been used 
intorcbai^l^bly. McKean and /owlien dcoonstrato tliat the earlier concept of 
a perfoxmuoce budijet oliould be properly classified under the first category 
of tholr definition. Its min concern is to raolisn and slxplify the appro- 
priation structure in lino vSMx functions* /xthux* Snithies, in hie writing;, 
clttinw that froQ the point of view of rcslatlnc to national stratCtar, the i-o- 

orranQCEjent of the bud^jot structure has little <.pparezyt odvoatac® over the 

,, 1 
old one. 

Hxiis, the new coetesept of procjrcca Ujd<j,«tint5, defined above by UcKtCfen 
and /'j»hea, is tl;o ’’roal" pcrforaanco-type budGCt, a long-souGht coaX since 
its oi'iQlml conception in the Report of the Taft CoMKSiosicai of 1;^12, belonc- 
ins resource allocation to bcntcflts by relating: cost input vltli tho outDUt 
benefits, vitHitK^ or over a lcavj®r period of tljae. This 

concept provided top defence Esanoj^nent with tlic r*sam to eichievQ "real" 
ualficatioa of lallltary activitlos. 

Deficiencies in the Prior Cysten 

Prior to 1961 the Defense Secretaries Itad to resort to the co-coUod 
traditional "budeet cellii^" approadii. After tho President set the total 
le'/els of defense ejqpendi'Un'Os, the Socretoiy of Defense \nxild allocate thosi 
aeons the three zollitary dcpua'tconts on a somwhat ai'bitrary basis. In tui*n, 
ooch aidlitary dcportcont would distribute tlie allocated celliz^ anoi:^ tho 
functions, imits, and activities. If it e::ceodad. tlic approved ceiling, an 
oddendun budeet would bo presented. All the Uad^^ct subcaissions were then 

^/irthur Saithieo, "Couc^tunl Frwscworh Itu' tlse Prograa Eudget," 
P ro:^itaa Su^gtlng, ed. David ISavlck (Washington: U. G. Govemsi^nt Printing 

W^ico, 1^^, p. 9. 
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revicved concurreixtly ^ Office of the Secretary of Defence to reach a 
balance oftentiaea eiiqperiezKrad eevere difficulties*^ niis revictr 

often vaa done in a hectic and hurried manor cod crofsaed Into a fev weeks 
dxirinc tha annual budget review* 

In this practice of budgct>taa}d.ng it was not smprisiao that voricun 

shrewd and iirsenicus techniques were employed to g<^t mre of a share of the 

total defense budget. One of the outstanding procodurcs of a depoxtoent 

was to ovoreB^phaoize and give overriding prioz'itlc® to its own unique als- 

slcsB to the detrliixsnt of overall or Joint Kdosicns. Another raoneuver was 

to strive to l£iy grouz^dwork for an itKueaced share in future years by usii^ 

various tedmlQuaj ouch as tho "foot in the door," "thin odge of tho wodgo, ’ 

2 

c»r "oae-yaar-at^a-tiHe," etc. Lock of rational analysis teadod to laakc it 
axxxm aaone the services to c^pcsal dJjrectly to the Congress, and not lx> 
frequently to resort to isass cosEounication zaedia to xnrbliclEe tho issues 
involved against rnzfsrvorable decisions. 

^£he met outstanding defect in the old systoa was tha alnost csei> 
pletc separation between nllitory planning and Usdgeting. Mr. Oitch cnalynoe 
the lock of integration betwoen the two as follows: 

1. ... the planning [vas pcrlbraed] by the nilitaiy 
plcu£3ers and budgoting [vus prsparod] ly the civilian Secre- 
taries and the coeqrtroller organization. 

2. Dudget control van c^rcised ty the Secrotory o£ 

Defense but plaoning renainod essentially in the service. 

• « • 

3. Whereas the planniz:^ horizon extended four or mro 
years izxto the futaie, ttvi) Uidget was projected oiHy one 
year chead, olthou^ it was clear to all involved that the 

^lUtch, pp. 23-2^. 

2 

jf p^s 



leod tlDB troBx tho atcurt of a wecpon dcvclos^nt to the equips 
piOG of the fbx'ces raseod fi*OB five to tcu yenrs. • . . 

k. Planning wus porfor;cs3d In tenso of nisclozw;, voapone 
eysteoB, and mllltayy unite of force* — tlie "autpute’* of the 
Defc^e Dep<^rtaentj buSgetii^ . . . mxs done In terse of 
cucb “Inputs'* or Ixitcriscdlal* pjxxiucts en pex'scaonel^ op*ra> 
tlon and Qalntensnce^ procui'etsent. . . . 

Dudgetins, IsQMCvcr crudely, faced to fiscal real> 
itlQs. Bie plarezlixs van fiscally unrealictic aul, therefore, 
of little help to tlxe doc is lou-r.ia!;er . . • . 

6. MUitary roquircEiants tended to ug stated in abeo- 
lute tenv, without refareaxos to their costa . . . [re^rd- 
loss of the fact that] it uust lije coiaoidcrod in relation to 
its cost • • • [beccaise] military reqoircxaexita xaoeuaii^- 
ful only in tense of homfite to be gained in relation to 
their coot. . • 



/o»ther espoct of deficiency in the old cystcaa was inade^sacy in 

the types of data and infoimtion needed fbr aaidns mjor defense progrea 

decisions. Mr. Hltdi encplainod to the sieobcrB of tho Senate Subccsisittoc 

Qsi axtior^ Palicy Midxincxy tli>at "tbs financial mnaceaent syatsa mst be 

mlo to provide the data needed by top Defense ia:j3ragegaent to mke tho really 

crucial decisions, xcrtlculnrly on the aajor forces end xjoapon system needed 

o 

to caiTy out the principal rdasions of the Defexose Establishaent.*' Bb also 
tectifiod that the past Secrotariea of Defense "Just did xEJt have the infOr- 
mtion they ou(^t to have luad, in the fOxm In which they really needed it." 

AH these defects in the prior systesi clearly explain the critical 
need for on isprovod system tboy also isply the direction the new 
cyatesa ought to pursue. 



^Ibid ., w 25 - 1 ^. 

Senate SubcocKlttec, Eoarincs, p. 100c. 
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Purposes aad Goals of the Ilsw S^teza 
Vhen Charles J. Bitch took the office of Aseistaot Secretary of 
Defense (Coc^troller) in January 196l> he van Imnedlately concerned the 
xulsslng hetween planning end xaxsgraxaaing on one hand^ and hudgetlng and 
flnaacial ffiBnageoent on the other. Associated vith this gop^ he also felt, 
vas a severe deficiency in the Information system as a basis for oeklng 
crucial program decisions in the Defense Deportzaent. Early in 19^ he took 
action by presenting his proposals verbally, foimulatii^ them in an Office of 
the Secretary of Defense [CCD] paper in April, issuing the instructions for 
the nev system to the loilitary departments in Hay, and finally outliixlng the 
system to the Congress on Jbly 24, 1961.^ 

^Qtc fundamental purpose of the nev system vas to provide top dcfons<s 
tsmogcaent vith the infOrmtion for major program dccisioas needed to acoom- 
plish the national seearity objectives. She types of major decisions lu&ve 
been elaborated G. H. Plcher of the Band Corporation a® fo.Hows: 



(1) Decisions as to vhether veapon systcmi X, Y, or Z 
(or some combination thereof) should be chosen to perform 
some national security task in a future tizac period. 

(2) Decision os to the force size of certain weapon 
(sxipport) systems, ]^irticularly w^e these systems are 
ccqplementary and not in the sane military departzasnt. . . . 
It In a "Joint” question which mat be viewed in the con- 
text of the total strategic picture. . . . 

(3) Ih some instances, decisions regarding major opera- 
tionlL concepts (hardness, mobility, alert capability, dis- 
persal, etc.) of key weapon (support) systems and forces.^ 
[Uhderlining added. ] 



^G. H. Fisher, gSie !few y>GD (Cocptrollor) Progitu^Ting/Budgetins 
Process, Maaoi’andua EI4-30^-i® (si^ta iioMca, Calljp. : !&e Rand Corp*, I9C2), 

pp. 1-2. 

2 

Ibid . , p. 3* 



T 




With regard to the izsforaKitioa raquired 'by the xnmt systaa. 



Hr. Hitch says: 



Firsts he [the S«ci*®tar 7 of Defense] OBOds to tsiar 
t^ altej^tive veapoaB s;^>8tea availa^ e to pcrfbm mch 
of the' Diis'sloiis, baui new cisi 'in tiie i?Uti»r«. 

Second, tie acedo to tsxni the effectivengoa of oech of 
thoge systems in relation to leissTom "-ho "fe pi^dia^. 

Shird, he needs to law the cost of each of those syatosas 
in relatioa to their Bdlitsry effectivenees . iXhdeed!, he needs 
to tow the cost i»t only for one year hut for a mch looser 
periods ideally for ovti' ita cntii:^ life cycle. />nd, he mat 
tow the full cost — both the initial Inyectaasat cost end the 
amiual operation cost.^ (UalerlAnli^ added.] 



The shove excerpts pirovide the bi^ls for the nsv systsss and give 
aone insight into its structure. ISie folloiring seven goals &S the nev 
systca vlU farther the understanding of the nev aystos: 



!• Flramtng orioatad azound major cdssiotgs . ftxjgraa 
ploiming Is' dboe^ l^ia of KilitSy sissioiw 

vhidi cut across traditional ori^inizatlosal lines, rather 
than on the basis of unilateral plans and priorltios of 
individual Service. 

2. Ability to relfeto aresoarce "ispufal" to militar y 
“outputs. ” ^Sbe prograoailis systea is dssiguod io prwide 
both financial and nonfinancial estimates of the resource 
ligiuts required over tiss in order to obtain specified 
ti£S3-phssed adlitary outputs. 

3 . Coordia&tion of loaag-range planning vith Ijudgetins . 
Dudgets OEd funding' 1<^- 
range prograniaing decioiono. Budgeting viil contime to 
involve close scrutiny of detailed resource requdresaonts 
needed during the relatively short-range tudgeting period, 
but any decisions aude at this stage should nernolly be 
ccci»tible with cuxTcntly approved px'ograas. 



^D^partasnt of the Hhvy, Office of the Coiqptroller, Prograai Change 

(tontrol SystCE la the Departoest of the Havy, S-VISQS P-2AiSj lS?6e, 
— 
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k, Contliauous appraisal of program . ^£be protpnusalng 
8yst«a nwt provide « BC3.ae for cootlnuous review of pro- 
(prsa decisions and a secboniaa for changing the programs 
idienever a need for a change la recognlaod. Budgeting and 
funding^ tied as they ore to the annual appropriation cycle, 
suet, of course, continue on an anrual basis; hut this does 
xut In any way preclude continuous appraloal of long-range 
prograas* 

S* Progrees reporting * Control of approved prograsis 
suet be exercised through a systea of progress reports which 
hlf^lght significant devlatloz» Area approved plane so that 
tlaely action xMy be tehen. 

Ability to cake cost-effectlv^aess studies * She 
prograsolng systea isust provide a routlxie capability for 
BUtkl:^ coot-effectlvencss studies of alternative fos*ce struc- 
tures* Hbs costing techniq^ios used oust be accurate enou^ 
to provide a basis for coeparlng prograos, yet at the same 
tiaie responsive enou<^ to allaw frequent studies of mny 
alternatives without isposing repeated, burdensooe workloads 
oa Departa»nt of Defenise personnel. 

7* Integration of Pepertiaent of Defense Inforaatloa 
systaas . She progrannli^ systesi Isposes rather h^ivy require- 
oents for infoimtlon on the Services. Other reporting systesns 
having similar requireoents should be revised in order to avoid 
duplication. !Qirough such a process, the progracsalng system 
can play a mjor role in the developcent of an Integrated 
Office of the Secretary of Defense taanagesaant system.^ 



In sussaary, the new programing systma has three alas: (1) So 

permit axmlysls of total force structures for all of the services in tezms 
of coMDon silsslons or mtloaal objectives whl<di cut across traditional 
military service bousdari^; (2) to project the resource Inputs or finan- 
cial z’oqulresients of the proposed force structures over an extended period 
of yaazm cm a ccmtlnulng basis so as to reveal fhll cost iapllcations; and 
(3) to introduce systemtlc quantitative analysis In evaluating alterna- 
tives as an aid in making major progrem decisions. The premise here la 



^B^artaent of the Havy, Office of the Chief of Maval Operations, 
The Wavy Prograaalng Manual, Parts I and II. 0STIW90P-1, 1965, p. 1-2-2. 




•#!ti «i^ 














II 










I 



ff • 







30 



Utttj uccordlz^ to 1^** "all tBiXitst^ pxx>bloiaB'* ar« in ossenco 

"In OQO of their aspects, cconcasic problctsn in efficient allocation anrl 
i»e of resources."^ 

It is opparcnt, thc.’eforo, that the structure of new 
ploixnliig^ proc;rfi£zsit^, luvl^otli^ systea is cceposed of five eleasents: 

. A prograQ structure in texas of aiSBiano, forces 
and veapons with its suppoxtinG systoas. 

. nie analytical coqpurisons o£ oltermtivcsa . 

> A contioxally i^pdnted lox^s^i’anGC force structure 
and its fincmcial proGraat. 

. Related yecuvrouni decision^mklng on new pro> 
graoB and chant^^. 

. Progress reportiuG to teat tho validity and ad- 
clnistration of the plan.** 



Charles J. SitcU and Roland H. McXoaUf CEha Econoglcs of Pof oaoo 
ia the Httclear At'ge ((SsidbriciGC, Khss.: Harvard University Press, 1 ,a^~, 

p» V. 

^Davld Rovic-H, Sadgetli^ la the 13effl;.rts»ot of Defease , 

jlMDorandua GM-i»210*HC (Santa Nesdea, California: ^Qae Band Ccnrporatlon, 

p. 10, 



III 



STBUCITIIB or m KSU StiTSU 

Plox:uxi£\gj> Pi'O&renBilagt Dud^^izx:; 
end ^Qiolr B«XatlcMMMpo 

Vh&t ia pXfeaniry::? Wbfvt ^ proc^'saKU^? ijul v&txt i» laadoetiQ^? 

What uxe their zt^tionohips? David Dovick of the Hand Corporation, vho 
BUGCJOoted ’’procraa hu(3Getii^” for the U. S. Air FOrco in 195^# defiaea 
planain a ^ "tho Belection of cc^sos of action throuch a a^tcsaatic oaneid- 
oration of oltormtivos, ood mrograaBing oe tho m.’O specific detortsiriatlon 
of the mc|>a>tfcr, mteried. and faeilitioo noceoaary for accoqplishins a pco* 
grsa. They aro roally aepecta of the oasis procoos, they differ only in 
ccphaelc."^ 

TO be mra specific, pltcming is the process of detezsinins actions 

end opacifyiae tiiae*phaood ssilitary force retpziroBOnts to eccoi^ish a mls- 

aiem; vh<ntKis protyeaeijns is tho process of translatlna pl&zsoed ailitocy 

forco requirsBeots into tino-pl»iB®d mepower end mtoz’iol recourcen le- 

qroirersants; end budcetins is the process of tronslatirc zaanpaver end 

aatcriol resource requiraesezzta into tixas^pbasod fizmicial resources, ti^t is, 
2 

a bud{^« In essence, proGrasaein^ is the intaroodiato process betsecn 
piaaaii\3 aad UadsetiaG. 

^Ibid » , p. 6. 

^Jepartaaat of the I?ivy, Presentatlcuz Ifotec for "DOD PrcjcrasaElnG 
SystOB izi De^Kurtzaeot of tho Havy," 193^, p. 7* 
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Procruaaloe providao tI;o nucb lisedod brldt;^ fllll:^ the tetuoon 
pixjxiii^ si^ Ixidsetlng. It in a "transfOmatioii de\ri.ce'* Iretueen the tuo. It 
isolates aeam to ends^ and oib^ctivoo to reeoiu'cies} in tanas of dovelop^amt, 
production depdojyBent, operation* of Ibrceo or aystoas* The iofportant j^lut 
la thevt laajor declaiotia In the federal nam^jont bavo to be nude in tcrce of 
''prc^praoB," in fact, proc?s’Er»-d»cl*lon becane bud^t-declslon and vice verat 
in tlie new progmaai:^ synten.^ TltU procoee la facilitated by Introdaciat, »* 
now concept of '•nn^ jparoGrawe” and their coBf)Oje»nt3, that Is, "proensa 
dOBonts*" 



Major ProGTttBS 

MUltazy ftctivitieo ore ^oi^ed In tex^ c£ the prioexy cdaslc^xs to 
bo perforoed and axre repreeontod by major proG^t£». Shallar military xilo« 
slom of the senrlcee &ve a^’Oe^ted Into bxoed functional claaolficxxtio:^ 
audx os all-out var, cootlnontal defexse, conventional limited war, tx^uns* 
portatlon of aiUtary forcos to oversoas, and suppoirtini;; actlvltlea* 
rently el£ht mjor projraQB are aajntalaod, such os the fcdlovln^i: 



Prograo I. Strataslc Retaliatory Farces : the fox'cas that 

care dosicned to cany out the loc^-rsa^ stratacic 
isicsion to carry tbs wain burden of battle in 
general* *S3iey Include the lon^oroi^ boaibers, the 
air-to-cround end decoy axlsolles, and the refUel- 
tot: tanhers; the land-based cad oulncErlne-based 
stratej^ic erlssiles; and the systsQss for their ascmnd 
and control* 

tiroQvssi II. Continental Alx* eaad Wlsoile Defease Forces ; thCK» 
voopon aystez^s, warning and ccesaunicatlon networUa 
and ancillary oquipeaent requlrod to detect, identify, 
track, and destroy unfriendly fOx'ooe approaching the 
north ^aaerlcan Continent* 



Senate Subccedtteo, ISaorinoB, p* 1CX)C. 



33 



Procram III. Gerxiral Purpooa Porcea ; the forces relied upon 
to pei*foita the ezstlre zuage of cocAat aperatloM 
short of cao&r«l nucloor «cr. Shaee include noet 
of the cosbat exd. ccnhet 8i^ps)ort xmite, 

virtually ctll Itivy uaito, all I>]ariao Corps units/ 
end tlio toctiool units of the i ir FOixse. 

Prograsi IV. Airlift end Sesllft gbrcos ; those airlift and 
osaiift forces required to laovo troops and carso 
prcsptly to wherever they xdc^t be nsedod. In- 
cluded in the airlift forces are both the 
tiuaeports end the Air Force TUstical Air Consuad 
troop canricr aircraft, ihe sealift forces in- 
clude the troop ships, car^^o slUps, and tatOcers 
operated by the IfiSS and the "Foruai'd Floatlz^ 
Basco.” 



Projraa V. Rese rvo end national Ouai*d Boroee : oquipoent, 

t^llniz^. Olid Reserve end 

ibtiOQCl Ciuaatl personnel of the several services. 



rrojrsB VI. Rosoarch aol S> 3 velop 38 at : all resem*ch enl de« 

volopDCQt uHbi’t not directly Mentlf isd with ele- 
Qcnts of other pro^proz«3>— i.o., \iborQ there has been 
oo docisiou to produce for inventory. 

Prograa VII. Genoral Gtrarort ; support aetivitlos of the sevei'al 
sro^^KosTimllio a£^nci«8 serve the entire 

Departosit of Defense. It constitutes on "all- 
other” or residual category of activities or pro- 
and iiKiludoa all costs not capable of bcii^^ 
diroctly or nsaoii^sfUlly allocated to tlie other 
major iEXKp:ac». 



Prosran VUI. Military *^aoistance : equipmezst, training, and 
related eervioee provided for oraod forces of 
allied and fri«»adly nations.^ 



To recapitulate, major progross cut across the entire defease ootoh- 
Ushsent vltbout regard to militozy service or ogen^, is’cgraa elonants 
aggro^tod Into a sojor progress either co^plee3ant each other or are clocse 
substitutes which should be coasiderod togetiiier in ssdeing xaojor procrea 

■^vlci, pp. 13-llt. ProgrBO IX, Civil Defease, is csoittod since it 
hoe been dro|ip(si froes the projrasi list. 



ddcislooB, aol ell najor pro£c&em taken to^etbsr coostitute the coepleio 
defnaee osta^ilisbaaent. 



PVOGT^ ISlOBSZXtO 

Itejor pro^jraaB or® subdivided into prq^roa elaacaits. ®e procrtaj 

eXcfaent is ttie smallest uadt of military out^t controlled &t tho Deport* 

ewat of Defense level* Prograa element is defined as "inte$p:^ted cotabioo^ 

tlons of »en> eqjuipra^t end imtoHations iiliooe effectiveness could bo ro» 

1 

lated to tbo mtional secoril^^ objectives. Slasn they eure the forces;) 

eocjooas or support syntwastp end slEdLlar types of intSejrr.ted activltioo 'ey 

2 

sseans of vhicb the nissions eecooplished* Often^cited cacaoes tiro 
tho B-52 boaiber ftjrce, P0I.vHI5 Heet Ballistic Kissilc Systee, eiissllc 
battolioosp recruit training!:) the Kxsned Orbiting Inborat^^ develcpcaeat 
projeetp etc.p toget2aer vith ell of the euppliosp T^oasom and mnpouor medod 
to nohe thoa sdlitarlly effective. ^ iUuctrutCp the parogrss: clerssnt con* 
talnod in 'Pvo^pesa X, the Str&teaic Botalia.tosy’ FoTOSBi are descrlbod In tUe 
foUotfins; 

!• Strategic Retaliatory FOrcae 

A, Aircrew itarcee 

e/pj>4y 

D-52 

AGJ4-87 

B-53 

KC-Ji? 

KC-13P 

B. fiiQsilo Forces. Laad«Ea®od 

i>TLZ 

TEC^S 

nnmm n 

^tch, Peciaion-mkiiK for pefeosep p. 32. 

2 

novidSp p. 12. 






C. lUsclXe Staxxwj Gea-RAgod 

rOL vRXS s^taa 

FIXUUD Oystan 

D* CoggEaxl Cont:;\3Lli COBHjnl(x>tloiuB acd Stgpjrt 

S-tC Control Systea (^^L) 

B.CCS (KC-135/D-4?) 

U8F Uaos^eaq/ Rocket CooramlcatlooB Systcss 
Dzro Operating Support 
ASvuicod Flying end lilscils Gaining 
Qcodi^iarters end Coesnaad Support^ 



^Qiartt are aloat lOCK) prograc oXamaeXm in tlK3 total deiasae cstALULai^* 
□eat of vhlch ttie S&vy end Iferine Corps have 2^ pro^s^ eleseats. "3ao 
progroa cleraent is Important ciace it la a l>ocic Uiildi2% block of tbe psxh- 
Ct'ijamdxss systOD. £v«ry defeneo activity in Departoant of Defencso i\%Us 
vithin one of tbs pro^:raa c:lc»3nte. In eaaence^ a prag^iraM eloeant rcpsxsoenta 
a vell<^fiDad^ hOBoc^aooua ecxP^<e^tlon of allitary activity; the very pu>- 
pcoc of the progrea olecaKxt structure is to aG^oigato tbsso unite taoet noun- 
Ingfal.ly and conveniently for top-lcr/el docisioo-iXiiil^lnu' prograa cle> 

3 

cento takwi together mixt tl^ csicpleto defcrso ootablishasnt* 



Five Ye&r Force Stracturo and 
FizKncial Flaa (F^fiTP) 

Tkis culsdartion of tbe progroMolne ayetesi la naoched la the Five 
Forco Structure and Firmxclal Plan. It in the i^sundatioa of the new eyotsra 
and baaically ia the ourri:.ry of oil approved pre^xjss for the D^ortcent of 
Defooso. Once tbo Secretary of Defonao foimmy approves the RLony it boecKue 

^ibia ., p. 15. 

^Deportaant of tbo Prsaieatatioa Shtos for ”IXX) Pregreasdi^. . /* 

^Ibid. 



p. Sb 
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blodlQg for prograaeBlas puipoacs on all cocp ono oto of tiie D^iMurtaBat. It 
pro^ecta tbe forcea for eigbt yoara aM ttie rcaaointer of progrsa rasourcoe 
levels for five years into Uic future. For full cost iiq^catlons^ five 
years seen to ts raaaonable in terns of tint-span because that period is ^rt 
enou£^ to mice possible reasonably accurate estinateo and long ex»ugh to pro- 
vide a realistic epprooci«nti«i of the full cost.^ 

/cut of the ]xrogr&£a data^ together vith a description of the forces^ 
tbclr tashs and sissloos^ procureaent lists> facility Usta^ and so forth^ 
constitute the Five Year Force Structure and Financial Plan* In testisaony 
before a Senate EKibeossnittee^ itr. Hitdi esg^lainod: 

... as each year goes by ve vlU preset our requlroaents 
and program fonmrd another year so that at all tims ve vlU 
be loohii^ at least ^ years beyond the current budget year. 

Ybus the DqKxtBient of Dofoase viU have at all tlses tentatively 
approved program^ fully costed^ and pro^ted et Imst 3 yeaxrs 
into the future^ to serve as a planning guide to the entire 
Defense EStabLishoezit.S 

Progroa Change Control Systea 

It will be recognized freo the outset that this total "inventory" of 
the «atlre defense establiahoont will bccooe ineffective or even neaaingless 
unless it inrovides cotne flexibilil^ to sioet dianging condition, new develop- 
rnnts and new recjuireia^ts at various ticaes durieg the year. Obviously this 
goal c^n be realized only through the use of soeae type of a continucus re- 
view process rather than by tlie traditional coeprdienBlve annual re< 2 uire- 
nents review. Comequently^ a new prograai control intern was developed 

^Charles u. Hitch, 'IJonegeaeat of Defense Dollars," Ihs rederal 
/ ccouatant, Vol. 11, So. 4, d^ono, 196 S, 3$. 

Senate SUbcosBclttee, Haarlnss, p. 10C9* 
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to help attain this piuposc* It prcr/lded for two Iclsds of chsngos^ ooe 
for the chai^^ i^clx cxcoe»i the established thx*e&ho2d^ for the apiroval of 
the Secretaiy of Delfease la the form of Prcepras. Change Proposals, coeesaly 
referred to os PCP's; the other* is for tlie chungos bcloi; the tiireshold. In 

this coDaectloa it should be noted that the Five Year Procraa lies at the 

/ 

heart of these changes. tHhus, idien a change prc^sosal is approved by the 
Secretary of Defense, the I'evised program becoacs tha new basis for esaecu~ 
tioa end control and, as a consequence, the latest q^proved plan alvays 3re« 
fleets the current best prediction of future c'.'ents.^ 

Progri a tt C3ywi|f^ Propocals (PCP*s) .*»«’All changjas to the Five Year 
]^r Structure and Finanslel Plan vhich go beyoni the established thres2»»ld 
®i3t be cubcaittsd by the service secretaries in the fora of Prograa Change 
Proposals for the approval of the Secretary of Defesse or the D«^ty Secre- 
tary of Defense* PCP*s are submitted vflien tlie services desire to introduce 
caw precraa elocents, mlio ■ajor cSiax^es to uicijtixix clsaunxts, or ^ea any 
progrsatt eloaent deviates beyoi^ prescribed limits (thresholds) from the 
sd^edule and costs projected vhen it uas app:u‘ov'ed» 

Thus, vixen the assimi(pt.lon3 of cost ani progress upon vlUch a|iproval 
T$as based becorae significantly affected, the syston automatically brings 
the matter to the attention of the Secretary of Defense through "aanagcsicnt 
eKception." Pracroa slippcXt^es, cost overxnxns, or failure to meet reli- 
ability coals, may chaatps the character of •the prograja to lifc' d^jroe that 

it is no Itmger the best <xi a cost-effectiveness basis, and reorientation or 

2 

cancellaticsx msy be required* 

■h)q«5rtaent of the ^vy, Tbe Davy Progyaataias ifaaual, p* 1-3-5* 
^Ibld* 
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rolotf thrachaM ci:giLiQr. «-“SecretarjLec cxT tljo isLLltiary dep ar t a teito 

t«i9 QutbariMd to sgiprovQ dbu^jx; to lias I^vo YcMv Pbrco Structure end 

yiwiuclrJL Flea telov n^^focific tkros^)oldi« egifead.i.ohie*i 'ey Secreteury of 

Defense* If tbe cuoilativo effoct such chui^oc, IntcXuddnc adlitiotxd. 

pro|)Osed^ equals or caooecSs oa estahlisbed threshold^ a FCP cover- 

lst£^ ell of these sust bo sUUsltted. Bslssi threshold c±Kuaocs mst 

bo vithia approved Itotal CRali^tlcsaal /utJaorlty.^ 

.-dvaatofflae of C haaee Proposal s*— advaatacee of the Pro- 

GStSL Chez^ Prapoeel systoea cro scveml. Firotj it i3Srfa3s it possible to 

nsdatoln «t oil tlDoe an force end ilncuaciol phux projected over 

2 

a cpsia of five yaaro. It provide* for yaor-roiai dcclsioa-aohing wltbcwt 
regard to tho annual bufiget cycle. 

Socaad, tho Kilcdocloa of a PCP by a o^rvlcxa coues m the culnlm- 
tion of a xBSJor study viiich iirvolvee ostioates of coat and offectiveoese 
over tha lons-tena pea:*iodj and comidova oltamatlves cad trude-offs. 

Tblrdjr throut^ this ^/utesa, costs are continuously related, to isis- 
si(%* and BtUitary cffoctivtsacss and as a result txxxxx^ and effici<3K3i!^ vUl 
be ±npvO’/9d by wei£iUlns tho costs ead beaefite of olteraatlvea. 

Iburthy tho rt!P ayatOB ozisaacoo the eeivicsiw* ability to prooest 
the Gecssatory of Defense vith carafully-worlaod-oiut prograo prc^posale esd 
po-'tlnost data to support thoB and, la turn, it peinlts a I'evlaw caH evolsu- 
tlon by the Defsrse Dc 5 ;Kr:tsncat acoacies in the li^jht of the total defonao 
procitasi vitbout regal'd, to q^xetioa of servlc« Jurisdiction. 

Finally, it facilitates upward, dowzsuoi^, or horisoatol oonnuTilca- 
tion. PrapOBOls flow U 3 xx*rd and disclslona flow dovnuerd, as reflectod in 

^roid . 

^^yvick, pp. 2 i“ 23 » 
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the Five Yo&r Frosnca, axxl lacantlzxi; closer cooMimtloo is facilltatod 
throu^ exchaoso of informtion eraoxig the coss^KXsents conoeroed. Sta£T 
view in the Departaeat of Defense is acceleratad hy desl^Qatlon of a coor- 
diaatii^ office for each prop^aeal, respooaibile for "epearheadins” or^ intc- 
£jr«.tin6 iin® revlsif and prqposincs the re^nse of the Secretairy of Defense. 
ISbie coordinating office is required to infexa the Secretary of diffei'ezK:es 
in opinion eiaong the porticipan.'^^ if any. 



Cost Categories 

In Older to reveal full cost laplicaticuMs of a oystea, the 

cost must cover not only one^tiae costs for develoiiMsnt^ l^rooircmnt and 
conetructiem of facilities^ hut also the recurring anmal operatii^ casta* 
ccxst of oa<h ^:*Qgrdm olso^t is hroHen dexfn into tlu^ categories ^ 
iya»ftlyj> (1) research and dovolugattnt^ (2) initial invrjetaent^ and (3) annual 
operating costs.^ Biese cost categories ore defined as: 



(1) "SsasSlSSSl^SSA^JSSSf^^ - those prograa costs pri- 
mrlly associated vith research and develops&at efforta in- 
clndlng the dcvelopaent of a nmr or iuproved cepahility to 
the point vhere it is ready for oiwmtionsJL iu:e. 

(2) Tmwyt.iaftn'h . thoce prc^prsa costs required boyooi the 
develcpB»xt phase to introduce into cperutionol tuse a xiev 
C3pabilii^> to procure initial^ additional or £Oplac>Siaent 
equipaent for operational forces or to provide for laajcr tasdl- 
fications of an exlstlx:g ccpshility. 

(3) C |>eratlm ~ thooQ progrsa costs neccssaxy to operate 
and mintaln the capability .2 
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^DeportBcnt of the Ihe Navy Prcy y pc^ g M anual , pp, 1-6-2 and 

^id. 
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Guch cla&sitioc.tloa of coete hl^Uicitto the decision points in 

the lil\9 of a voapoQ systcza. Dscaus* of the tztxKixk?*!* outlays involved in 

dcvelopix^ a xmt voapon syotesr-^fOr esm^Hje, biliion vae spent ftv 

POLiilSl, 4a.5 biUlan on tbo Ca.3 olUion on tbo /TLS, $1.3 

billion for two prototypoe of th© B-70# etc.-*-ct dotsrniiiatioa to qo ciicad 

vltli fUUncolo dcvclopoent in itsalf is a sK^or dccistoi. It is also otsvLoos 

t5>r.t, beftsre initiating prolnction and deplqytiesit, it is nscoosai'y to Isiow 

tlio invost£3ont costs of a eysten^ vhicii ofton involve billions of 

dollars. Finally I infattaitioei saust bo availablo on tiie <xset of oporctiz^ 

tl» prcjpossd forem each yocr. la laaay casco, far czsassHjs a B-52 wine, tJso 

fivo~year apsratii^ costs arc about e^iol to the izdtlal oquip!33nt costa, 

and in sco» few cascsi, fca* cjcr^ple an lafiEsntry divisioa, the cpcz'atinc cocto 

1 

fo>: oiie year ars actually gi’Oj.tor tizaa tlic initial JLnv^feant ooeta. 

Costs are cnecijrod in tc^’sa of ” total obUjatioasl caathority 

the raouat r«(|uircd to fimneo the progrm elccrisat in a given year, roQCu.’a- 

Iocs of vtmi the funds aro %^lat»d by tS««8 Oorstpros*, obligatod, placed 

on contract, or spsat. costs of each procraa clesaont are brolMMi down 

i:y various Ixjdget ^??rc^rli,t5on accounts in a*dcr to facilitate the emvor- 

2 

eioQ of pi*o^3rcw coets to tl>o txidget, and vlco versa. 

Rocource o^tt^ovioo, Z&tcrlol 
and Coostructlcn 

la toip-level piosresaaics, prijaary ca^iUasio ia placed oo 
elOBSJStesff situatiom ofhaa orlso share docisions are called for 
specific resource inputs tihidi are in a significant dagi’se inlaqpoisdant of 

■flitch, Docisioa~£ »^rlaG PafOaso , pp* 33~3*^. 
pp. J2-33- 
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«lc8ieat decialoxui^ such as a decision vith rsisard to the rsplaccasmt 
of a tiro and ooe-half ton truck. Mareover, even la cases vbere indspeadeat 
resource decisions are not called for at the Office of the Secxetaiy of 
Defense level, a need exists for expr«9siag pre^ron elaneat dsclsloas la 
tanas of their isetUed resource regulreaKits. Shis penolts ea^liclt planaisg 
for the acgalsltlon and financing of resources, provides a convenient link 
vltU budgets, and affords a cisans of subsequent coatr^ of pregreas. Ite~ 
source inputs axe d e flnod la tonas of ’’resource categories.”^ 

A resource category is either a unique t^/|ie of resource or hoeicH- 

geneoua grouping of rdatod rosourcoe. Every rosourco input falls vithia 

am of the categories, so that the ouia of all resource categories equals the 

total Defense DepertBent resource requireiBents. There are four mjor l^pes 

of resource categoric: Zterss of equipaeat, sdlitary ccaustruction, mex^pauer, 

and fuactlons and activities f imneed under the Operations and Maiatemace 

appropriations. Whenever possible, resource categories are aeastuned in 

2 

both financial and noitfinancial terus. 

Resource categories ate ixxt listed in i«K) emiCEee to the Five IToer 
Ebrce Structure and Financial HLan, a Materiol Annex and a Constxucticn 

3 

Annex. The forsm* is a listing and collection of data sheets for tlie rssre 
Isportant procxiresieQt line liens uni is cca^poscd of t»o parts. Bart X in a 
line^ltm ”shopplng list shoi?ing the quantity and oc»t of all procuroaant 
line itcsMi that exceed ^ vsSXLLaa in one year; it covers the currcixt year, 
budget year and the four ctisuing fiscal years. Bart II, sosetiinss called 

^Deportesat of the Davy, T he Havy ProgrssaBinK Hapuftl, p. l~3-3* 

^Ifaig . 

, p. 1**3"*^* 
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tho *V< 2 t^as Bictlowry^' is & coXlectioa of cjita. eLaets contain 

<3c0crij>tlvc inforaation C£hI date, oa px*oJuction x'OQolraesataf iuvmntoiry^ 

C06t cM Qpemtiocs for • ^ridctilar litte 

Sia Co:»tract:iC!i Jjsjxrz stsprcrjrd coRstnictioQ projects for tho 

curriait year> tho '0Us3c,«<; •-aS. four easui-.\; fJjscul years. It coutaiao 

descriptive fafoxiaatloa^ coft dats,^ aui schsduLsra dates. 

Siao® ths euax of cli pragraa eleasnto cciactitutcs the total iBilitcry 
output oiiil the SUB of all rxKJcau'ce catesoriec cgicis the totai. resource 

thaae two dineasioas ^ircr/ido dlffe 2 Tcrfu slices of the corns basic over- 
all de^siso prasresB. 9f';;itbsr direasioa eleexs c^voa (pofflclmt iaiOxmtioii 
for all Office of tii«e Oocrotcuy of Defease pluisoirc er^ coatrol. Uhereasy 

both t»:<»n toeethea- provide a CsXSJlste pictaro of tbs scturcas azd uses of 

X 

reoQtsrces amx^ the various defease activities. 



CE'^PTER IV 



amjmoK op she sYBrnu 

As its xiaoe la|>3.1cs, tlia plaimlns^ prajx'&taeaizig^ aa^ Isu^stii^ oyctam 
operates in throe pharos: (1) Eilitary plamlns sad regulreiaent detei®iaa~ 

tion; (2) fbraulatlon and rwvlcfw of the pro^rasaB, cvai (3) davelqpsient of 
annual budeot cstiantes. To viKuallse the Bj'stea in use, the operation of 
each phase vUl be outXinoi* The first two plmes^-plannins procraraainG 
“-are conducted cei a continuing year-rouad basis, while Ixid^etisg involves ^ 
ooce>a^year operation coincidiog vi'Us the federal budget cycle* 

Phase 1. Military Planning and 
E^ulrcsasats Detenainatian 

As defined in the preceding chapter, plairntr^ is tho process of 

detenainisg actions and specifying tiae>phased xailitary force requirea^ts 

to acccqplish a mission* In the new system it starts with the Joint Str<a» 

togic Cfojectives Plan [ JSOF] by the Joint Staffs in the Jbiat Chiefs of Staff 

with help from the respective planning fooups in the military departaents* 

Sovever, they are not merely requireaants studies in the troditJ^niel 

ccnsei rather, th^ are military eccxaonic studies which compare alternative 

ways of acccmcdishin^g national security objectivos* They try to determine 

the plan that accoatplishes the most for a glvsm cost or achieves a given 

1 

objective at the least cost. Those ore essentially ”co6t~effectivenecs 
^Eitch, '*MBBrgt3E3C!Kt of Defense DoHaro,** p. 3^. 
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stitdlas** cai* f^taen amlysco vhicli viil hs doocribod in tlie foLLovlags 
cbapter. It is is^xartont to not® that ttm te&sioncy to state sdlitaxy roquirc- 
lasnts in absolute teras nan been discourosod since^ in raolit/^ roeources ore 
eJUfS^ llnited and the elterc^tive uses amixnble ro?oarcss aust bo a 
pirias consideration* 

OrlglmUy the review of military re^faircaaents et&rted in March 1962^ 
vhen Secretory MeSsaara assijpk^d approximteX/ study projects to the 
joint Chiefs of Staffs the military departments^ and various cxi^onscite of 
the Office of the Secretory of i)efenBe. Many of these projects were con> 
cemed vith critical oai difficult requlresincto ;]^bl»ms such at the necsd 
foe and ompbasls to be placed on etratesic bce&ero aad alsslles, Aatl-Sub~ 
aarine War*Tare {ASW3> esspSiibioa* forces^ tha g;uCLlty of cojiveational Mxe 
forcer, and bow to iaprove ihem^ tlio devalopocnt of a asu tactical fichter 
aircraft, aad bo on.* 

Ifcur each yaxc tisc Chiefs of Staff Ijavc the cpportuidty to 

rectmaeal to the Secretary of Dafeaea threwsh th© ^iat Stratesic Objective 
Flan l^Q?3 the nilltary forces end major problcee ubicii they cotssider shcuU 
be Bt^pparted over the next five to ei£^it years. Ic tl» sprlncj of each ysar 
the Secretary of DcfCiaiO revies-'s theoe reccsxcndod forces caod procraiWj 
rsoJaco 2?t^intnary dccisl;^, ar.d y^'ilSsts '‘■^trtative force guidance” to the 
military d^paj-traents* Siis serves as a Txisis far ttes preperation of their 
formal diangc propoosls to the Pi'rts Tear Stereo Structure and flnaacial EUa. 

i».-incipal ”<Met-cfreetlv2nesB cferlioa” are scheduled tor ccnple« 
tlo» at about the saae time in order to prorldo t3*c Seeretaty of Defenee and 
hie prlaclpel advieara iafomition necessary to cope irith the raoet cidtical 

^Department of the Ifovy, Program Cihanae Control System. » , p. 2-2. 
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IbQQr of tb© rfKfilreaMixttt atuAloa 






osd Oifficult roquireoest piX3^«GH. 
uri^lmte with the Secreti'i-Y of Dcfeaaej otJ*irs 



froR the Jblat Chiefs 



of Staff, the adlltary ^ixirtasenta, C4^ varl<XR elaoKsts of the Secretary*® 



Fhese S* FovsnyuiAoa «nl Bmvlm of rrc^^prcsis 
Prasrojiniaa vao defiJisd In the precjeA^^ cljaptesr a» the proce®® cf 
trsuislotlhs plenned nilitazy force rer^lr«ii«at& itrto ti3R-pS:ia8ed 
c£id mtsrieX resource re^(itiit 2 mcte> Xt i® ® cooti2x»9i®, yeer-roiuid. qpura^ 
t^jsa in the xmt ayetexs* Xa tUi® pbass, the cc^t sai offectiv^ise® oS alter- 
native mine® of vesjpon cystasia to siset cert«<la £,C£» 2 rallsed reg^ircaento 
vlthia the lieaiKiGrj; of 'lajoi? ^*x>s?6imr acutitirdacdl ciad dotaraljjod* 

Sbo £iroces® of the pre^prea i’evi-if ia a tern effou t. with partic^?atioa hy the 
a< 2 r/ioa oocretarie®, tJic CJa-lou of St«(ff asl tht; SUKrtloaal c«®i«tgai eecre- 
tarios of X>sfensG. Xa the pcx>c^ of jliscusalow, the ir^jllcatiocs of vsriooa 
ways in vlilcli ft var rsU^^t develop would be csjjlcjrcd. 

5ba Five Xear Farce nUnicture oail FJasiaciAd rian serves ns the only 
official «iproval of sro®rei»* oaso approved by the Sacrctory cf Befssee 
it is blndias for proc7«snins fuxpoees cm all ccqpoaeats csf the Oefftaee 
Bspartocat. A« polntd out earlier, all pix^-.raa aro oxxbjsct to cemtiram® 
changes end tlicreforc cre vpdated every other month; la the Five Year rro- 
croac Idils procedure is accgaplished throui^ the prooo^ charv^ coatrol 
syatetj. A brief suamary of the procefisire ia like ^is: S'iEmlssloia of pro- 
CfT-m chftnoe praposal® by sag- a-Jor ccepoaitnt <y£ the vcfcneo Ikipartasnt; 
their review by ell interested caBsymsntsi tiro Decretory*® decision on eojdtx 

^itch, Peci»ioaHmklnK for Defeaee , p. %• 

^Ibid „ p. 32 . 
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proposal; aaaii the of rospo£C3ihll.tty for carrylnc a 

particular daciaioa to the 4^jiprappi*iate lullitaay <2epcu:taeat or agency. Hun- 
dreds of proGraat propoGjls li&fQ 1x>ea culrnitted each yesu* requaetii^ 

changes Involving millions of dollars.^ 

/JLtticuch changos sacy I« prepooed at wy tliao djirlug the yoar^ the 
BBjority of d:sn£cc occur during tiie nucaacr smths, foilowins the anmictl re- 
vlcsf of 1330 joint Stratscic Objoctivea Plan ly tl*e Joint Chiefs of Staff. 
Usually hy /xoist tlie oecretary of Defense retstero the mjority of decisioos 
resardlng the chei\3W. Xf epEuevad, changes are coaesmicated downward «u^ 
the adlitary dapeurtaents receive the decisions about the prograa djange pro- 
posclg and evaluate theu;; vltltia ten days the ^appropriate osG^rtaaent sv^jodte 
a Froc^-^ Hlcsent Svaiaery acknowledging receipt of the authorized 
chaacoe oe veil as i^latins the Fiw Year PrograES. 

Ttue initial dmlc^aent of the progriusulisg syst<m cosesneed l& Hty 
19ul^ and accendins to Hr. Hitch it vus "an oaas'xxM undertakins.” *Qae 
proclasx van to sort ozt ail of the ayriad progr^sM and activities of the 
dsfmsc ostahiishcent end recroup thspo into laeaniii^fui prQgra« eieRsmts. Xn 
addition^ they had to taahc progress deciUnioxs that \Kuld S<tm the basis for 
guidance to the services on the pri^?aratlon cf the Fiscal Year 19^3 hudo^t 
throuc^h a critic^ &xazdmtloo.^ ly the Secretory of DefoiOBC vith hie adlltayy 
odvisoos^ of a range oS^ alternative prograas in terx» of ccet-effectlvenssa* 
It van at this stego that the anjor pxogroiKt^ vere ccigiaftlly 

ccUod ‘*progreai packac;cs,** vere fomdated c« a result of this onolyBis. 
rdsQ various categories of the coots, the reeourc«s ca& xasasuxeoents of the 
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eacta la tarm oC ”total oblle^l^^ry oathoritj'" as<^ rev balag uaad 

varo uttvoS^otA At tirle tins far nnlforsi U9sc?s. 

Xba x«viev of pros^ojm vm cxc>Iet«l 1 ^' t&c Sacretaiy Dafaaoe oa 
G«Srtenl}cr SZ, X 96 i» aod a. guMuxa letter wm iesuad to tbe Military 
ooct vbida Ka used aa l£»ia far lY 10C3 bodget. T!xla progmi goldacce 
talrolatad tho c^^prcivod forcca a;id proe?*aaa tx FY lyo 3 thcaa^ I967 for oacii 
of tbe p^'oeraas tc^ti:^r vitli ojjjplamtogy ziotoo nnd p]i^^,ircMaent lists^ vbere 
OBprcjjrtata.^ 



Hw«e 3* Sevelo^aest of Aaau&l ^atlMataa 

Qae third phoas of tba syttae, tudgatlof^, baa baen dafiaal as the 
process of translatlas ms&aKs: asd mtariel resouroa ra^iuireaests i&to 
tiaaophased floaoslal r«K%s‘wss. It la apparent tltat in this nev systea of 
progr^ budgctl^i tbe 1iAtd£Ct<^*.:a£lais will consist oedy of coovax'ting a oee» 
yser oHce of aggcoriTSd proe^aae uithln tlM» Five Your ^rGsrsm into an afpro> 
pristc fossttt cad sufip:»'ting detail* ^cordisis to Nr. Site^^ **in sne^ 

a systctt sot ostly vauli budjrt Jiocisloeea to protpsaai dccisior» . • • Intt pro^ 
grsQ decisions vould be bu^jet i3eclsicM£!/*' eXac& "decisioce to eaSiarh oa 
programs would be esplicitly doclsioss to provldU» the resources required te 
carry thma out."^ 

It should be easphcuslsed^ lnovever^ tl:ut the prograai reviev is not a 

substitute fOr the annual budiot review. EattKar, it is desi(pMd to proridi 

a besis for the pre^:ra.tic»i of that arcwal budjot rs ■well as ^Idance far 
3 

f4tuit» pJnastdns. 

^3>cpe.rtaacrst of “tJic Savy, Fre^rum Cfe sn- c Ceg^xd, Eystsei, p. 2-9* 
^Ibld . > p. 1-1. 

^tdi, Pecision-iB&hiqG fOr Defteasej p. 39* 
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Having the Five Yocr Pro^raTas updated at aU timcw, the Defense 
D*partia 2 nt Is able to drew vp -4<-ther quickly i detailed dofeoss ludiset hy 
usiag the first incrameut of -the appi^avod prograaoj, tcjgsther with otlier 
policy £^dance, as tl^ 'basia. ^]%is laalots a mdi B»re orderly and thorough 
la*2^et preparation poBSihle, since it would pi'O’/lde the tlae for sreatsr 
dntailod revlsw of oil the factors inralved in the preparation of a defense 
budget such as slicppins lists) ^ producti<wi schedules; l<^id tlao; activity 

rut06; personoel grade structures; cost esti^tes; status of funding; and 

1 

so on* 

Budget preparation 
nod suhcdcaion 

The Defense 'budget is prepared aasjelly and caressed by apprepria- 

tiosL titles thich arc tn’ganised in tenas of xw^scurce categories as noted in 

chapter H. Titles are dajwtfiod into five catacavios: Itllitsry Psi’seamli 

Operation cad tMntsmnce; Procureaent; Rosearcii, DevoXopmant; Test and 

Bvoluation; and Military Coi»trttction. They are eoaswhat different froa 

tive proGTca structure. In cotitzust to his original theu^t; Mr. Hitch 

i’ecogalaes a certain advantage in leavlas bh».. pprog^riation structure intact. 

53 asserts that Idze Defense Dcportcaent oust be Kcmgod sot cxnly in progrsa 

tcra» tut also in terns of i’ocourcee in the fix-st placcj that tl» eppropria- 

tlexn structure also pixjvidaa n«jd»d flexibility for ad^tsent in 12ie pro- 

graasj and finally that Co.^»reei prefers the existing ctractare, partiailarly 

2 

the Appropriatloa Cojaaitteoe. 

The budget covers a three-year period at one tine: (1) Prior Year - 

the fiscal year isKaediatialy prior to the current fiscal yaar. It indicate 

donate Subcotsaittec; libarinGS; p. lOOy. 

%itch; Deciaioa-iaaklng for DefenaCj pp. 29-30. 



bon SSiaiM, ^KT/lcusly {qy^voyoO. Irj tbe OooQr<»&» actually utilized; 

(£) Current Year « tlto rJno£jl year in vlilch tSie servioee ore ogpGrati23t>. 

It rdlocte the latest pleunod use of ftmdo eqj^rjvoidk ty the Concrese ibr the 
year; ( 3 ) Bud^iset Year ■> tho fiuoel year iiaaecIix^toJiy foUovlng current fiscal 
yoo-c. It reflects the voiyaMt of an c^acy to tbe Coiv^-osa for fuada to 
o^[ipart Its ]^x)£p»aB8« 

Morally, the ancual bu>]£;^t subHissloii to the Gecretary of Defonec 
is ncUlo cj32mlly on 1 Octooer^ oesae nioe nontho px'ior to the ejpplicublo 
fiscal year* All e$iprovcd projrcse that ore within the Five Ya&r Pro(;rx& 
as of the oatabllshod date gtq includod in a beslc hud^t sutsdselon. Ifeu- 
clly tho Off ico of the Secretary of Defense and the Bureau of the Bud^;;et 
^jsolysts aako a Joint vcrrlav of the ludcet ro(fJOBi» by the Military dO]pc.rt- 
caents siii defsnsie c^sncicn. Dosed <xa sucta review^ tentative budget <3ccisloa« 
on ^ocific itetas or pEXscruas esc tsesdo the Ckscretary of Defenae.^ Qjooe 
docisioop ore tmneteittod to tho cGesponents cxxxscrnod in the fom of 
"Gt^Ject/Dssue Ibjjera," erne ccoaonly known co “Oporsitioa Gnowilake.” 

2)OBe procedureo fitvxj a sevrked diffettsooc frc» the pro-liX>l ii^mctlce 
where one erversU seu±i^ ('’Qruy Goose**) wee con^pn. Zf an individual 
vice aocrotory or hood of & CoScjmo oc^ocy disscroao with a decision, ho bm 
the opportunity to opspocl by ouboittlns to tlse Cocretary of Defeoeo a posi- 
tion pipes' — a reclacK — presperod ly 'curewis, offices and progj^acj spaQ90(ro* 
/fter (xajsideration by tlsa Defonao Secretary each roclaaei, a final doed- 
olon is Bade* ibotativo dociolone outoiaatlcally bccoi^ final if no appexd. 
is BOdc.'^ Based on the decision, the uoual budcpt ochcxlnlse ore presKirod 

■^Despartsjont of tiio llrrjf Tbo Hayy Procrr.-ydn'l ?fcnual, p. 1-5-5 • 
^Dapartnezst of the Hivy, Ebe Procrac C3xu\j3 (amtsol j^tee, p. »K>. 
^b^partaent of tho Havy, She ifevy Fro^'ytaael'r; itaanw?!, p. 1-5-5* 
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oaH Diitaittod to tho IXirecu of the Bud^^ot fVsx' IncXusiou jUi the Presidont's 

ajdjst. IbrueJJ^'' the I^xacidaat proaeate lil© U»3G®t rexjucsts to the CoocpxJou 

BOO© after It com^xso in Jiumry of ®aeh jnatv . 

!2a» DopartaciJt of Defer jbo sutelts ito budget to the C^so^^reas in two 

— in conmxtloml tonas, ana in prograai toir». 2ho Cocretary of !>ofunee 

proaento owl ^tifiee it ly pc^^GZ'^ss•, Be baa responBibility to 

defend the dsfemo bude^t cs & vhoXe, end olcsent of a psoc^'ain ic 

2 . 

,}uctifiod and defended tiie coc^sisant service dopart^ont or c^ncy. !£3w> 
e/cr j the Def^nue SubaxnittaQo on Apprc^iatic»)KS in both Bauscs have not 
deviated their heorincp »i4i;9ificantly free the traditieml way*. 

Coat laforoatloQ O^^taa 

Xt aiet be clo&rly understood that a prineipel {paX of the p<ro» 
^'CH^sing systcQ in the Defonuo B^^arto^ is the oq^Mlit^ fbr mliin^ rapid 
cost coq^isona of alter*native i»apce eystase} or fo:'ce structures* In a 
Cenuto heeriz^^ Bitdx otatod osplicitly the Icportsjjco of &xit in t!:ic 
nav cystoa in tiio folXouizK: toxais: 

yr« tiXiffcs: • * • Could you Indicate vhet ^3u think tiiis 

difference [between the odd end the nev systaia] 
rc^Udy isi 

Mr* Hitch: Xhero ore tao oessatial dlifcreneen it aeasa 

to Be. One is that tlw costa euy as r scarildM. 

« * . * "*' 

It \ W n iiS t ii II J S B ii 

23ms other io that the cootes <xm aaaar£d.gd by 
peo(£vasis ^ or b years in adv^TM^o . . r~Jf 
ilSa&oi'llaixx^ edoed. ] 

■^Senate Sabcaaaitteo, Baoriira, p. 101^ ♦ 

^Ibld., p, iQ2>, 



Late:? in tUo emn 2 tootioucy i«o ajaln ecjjiiosicod ttot: 



A 



Kha« \7Q c-.t3 to do vitli tlje pro- 

(^xsa pocI:ao^ a^proodi lo to ti ilg 

IcoBt o] in iA XxifAtioa systciMat ic^X iQr 

la tto3 poet it" bio laol^ pax>- 
vi3acfr fixxa tino to tJUas, on ttjo ooia of 
sioclai r‘3^tu_-vSicatc.^ [Underlining added. ] 

DoE^ita tl» ne»d fo:.- prc^j»«a elOKoat cooto the ia2jt5r<xjt dlfficul- 

tieo involved la ttllooGt^Aj fi^od ccata, cad^ in particular, Joint costs, 

dencr «a asoy coiution. Erros-a are duo la jicjvt to too fi»ct tSsat there al^jfv'U 

csiot varyli^ dasrooe of uiica^-talnty vbich a.xj iiTCvltobla la too dovelop^sru 

of a now vaipoQ oystoQ. ^iicoc ex^rors in cDtiEsatinc cocts also have boca 

caused ovex'ly optinlotic eetiaatese of toe effox't ro< 2 uired to achlew ri 

Civesa reeult or ly ovorlooisina; or Icaorlr^j eii;?ilfleeat eismato of coot. 

Mr. Bitch cloeeiflon too latter ae too prohlcsa of estijKxtlnG tbo 

dcr/olai»«at and production coots of new woejx>a oystaaj and he cites tivet in 

too pant toe costs have boen uaJereotSmtod by factor® of two to tea, not 

2 

too to ton percent, but iCX> to jQO percent J Soapito too ssmy efforts to 

Ineu'Dvo the sltoatlon ^ ectabHahinc the COet and Scosxxslc Inforaaticm 

Syctaa in the De^neo the Ooat Inibxxiation Dysteao in the ser> 

v"iceo, and corastructine: ccaacwteriaei "coot acsdcls, ^ csich r^are roaaainD to :o 

deem. A coeiplete study of costing progrim in beyond the ocepe of this 

study; hswevor, ito Ispc^-tcaaae to too pr^csKSKsaing syatca should not bo 
4 

ovorloousod. 

^Ibid . 

^Uit<±,, I^icision^syhint; fox^ Defcaxxg , pp. 

^Itepartsaont of toe Sivy, She Ifayy Pxxyyaa gdi ^g HxaiKitl, p. 1-4-S3. 

For c»re detailed iaafosasitioa see Deportaant of toe Havy, Office 
of ti» Ccoptroller, Deporteea t of the Ifavy ]p 3 f ot®ia t ion Syatoa; Pf :rt8 
Ig Uj exxL m. H.ViM} >-'”^02, ncv. 2, 



Pi'Ojj.^oaa Protjrcsii 



It la oa &xiaBa in rcui;:\{;i:aaoiitt that to bB effective, elxxikL 

prcnriilo a smm to aecunu.'O ac:toal pre^^ross ^»ldait approved pXoao so thzt 
Txm>{'jnmtA mn taka coecroctiva curtitKis if peribm?jQco shous sl^poificaixt 
deviations frexa the estabXJ^bod noras or stund-udo; end xx>ro icportd:itly to 
initliitQ preventive zaQtvsairoB IxSoro acy slgnif leant dovlatloas occur. Qao 
nood toe proGroRB r^?ortinc; an a psuer^ bsMda bext Ijeon dearly otatesd. Ly 
Secretary HcSIaearo: 

The oirective rsaiascs^t of approved projraoB ulso regulreo 
a i*oportii^ oyaten that b:)«s;® tog? officials coautcntly InforEDd 
of the prognaes belag SRdo in achlevins established objectivoo 
—in both physical ojd. financial tens oc the basis a? pi'Ograsa 
entities and not ocrcly In terzx the bits ani piecss at pro-- 
grocs fiaujced in varioim cispropriation acccRinte.^ 

Sj 9 Defense Departsaant has estoblishiBd a progress rapcnrtisG tayat&a 
in order to dateradne how closely the glittery dapartsemtB are aeotiag ^)tc 
boee progrcEs in the Five Yoctr Three Structure cal Fiococial Flan as riodi~ 
fiod throu^ tho |srogrc» procedure. It provldas tqp lasaagaaeut in 

the Dofanse Deportment vlth necessary infte:nictiou on actual perfomcnc^ of 
a program at a sufficicixtly eorly date so that corrective or preventivo 
sxxumrea cam be initiatod at the i^lleet possible tine. 

A physlcol pre^prosa rqportlas systoci fusd resource cataeory accjount- 
Ing end reportiz^ systco have bsen dovalopod in the Dqpnrtocnt of Defc:]oc. 
TS)0 css^jtlal chcmocterlstico ot these oystcus arc: 

^"Annual Report of tivs ne<n*et£u*y of Dtsfeazoa, Judy 1 , i960 to Jbac 3^, 
1961,*’ Departzaeat of Defcmoc, -manual Rsport fOr lY ly6l (WcshlQ^ton: 

U. S. OovoriasMJt Printiz^s Ofib.c©V p. i^f. 



y3 

(1) Biygloal — A laonthly pi‘022^0B8 reportlxo 

xAiicii covers perfoeafeiiv^ a? aelocted aaterica. itcsx:, 2aes thaa 200 Ittisso 
.ui vKPibQS', eBtaMlsbcd nilcgtoac scho^oc* Fbr e&ch itom, tlae 

rqport i^vawa thie rsileototax cdiOiluXod 2or cc*i!icfti.a.j dia’irjg tlse cuxTfcnt 
lacth Giiil 'Siarlii(> tb© fbUcs-ly:; tbree rjoatha, actiKil casi nnticlpetad, acocpv' 
pHslaanta, and actions tai:Da qb* requirod. Qsc dcpartsacnt Cir 

cs^cascy Indicator InflloatloiiB aT ciu^rcjeo la ttio nileotaao scijei&il© a»i in 

flaaaclsc reQuiraascnts,'^ 

(2) RegcMTCO c&te^yxry acoogjatlne and *’• A ooUectlCKi of 

accGMBtlas lafccmtioa oa i*c3octerc« cataccsrien. Sio Initial resjortiat; 

requiixaaeato are ctxiflaed to tba "oopitol iM!a?iiErtc"~-i!!2g}eardi, Develc^^BDat, 

2 

Soot and Zhnolnatlcai; PrcKaircaasatj or Mliitaiy Copstructioa appropriation. 

^Oc 2 s»rtaeist of I>ofc:»a, Pragrowplng Systot fbr tbe Office of 
Gocrotagy of Pcfcaso ^ XSC&t p. 2li“'3» ' ’ 

^Ibld. 
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cxBT-s2fm!mESi5r> A»iL!£sia - />» XtBi’-oDucma 

Itt tbtt precodijag cliRptex*s it vos oatod i'i'ogucntly that one at the 
a'a^ztlvan o£ the px*c^aHinintS Uxa to dotea%±oe the va^ that 
coixtriUtto fflDst for a ^v&& cost or achieve « gi-yiea cHjjectiv® for the least 
(xist iu occ<xfitlishiri^ mtlcjnel oocurity oh,}ec‘U.v«tei by cc%^^i!uring a ror^ at 
al’!>»rriotiVi;“ 3 » Also it v'va iKnintod out that iiie coet~«lfte<jUve 2 »»s aaols^JLs 
ox* eyrux'i analysis has b«i&x c^ct^^ively utili£&od In the first two Rioses of 
pi'qc^roM bud£&tiog: (1) the UetoEjalnation of £dlit^.ry x'm^Lxx^mnUi, cad 

(B) a reviou and umlysis of praoraim oud profpLXsa elesseuto* 'IMs ebaptex' 
vUl describe briefly the cosx^pt of this i^ppst'oooh ood its ijqplic&tioxis fox* 
defense probleaesolvina* 

idiat Ic Cost”Effecti'v'<»jass Aixaly*.!*?? 

Jfencntlnlly, coj»t-^ffectlveas3s aosalycfio cr nyslaaa aualyala in 
defense proltlegso is xised to engwor the ftollcsirlns Moeotiemt jJhat stretogy^ 
force or weapon systaa offers the greatest aeount of sadlitary effectiventtBS 
for a given mtlsy? Cr> 1 oq^je^ 2 at the prcbleni froK anothst’ aa^le, how a 
given level of rallltary cffectiv««3# can be achieve*! at ttie ls*st cost. 
^S»ese decisions oocnofc be delegated to bad^^tcers and c^x^itrollera, siuoe^ 
basically^ stx'ate^leii ere tlx» ways of tuslng resources or btAdgeto to achieve 
cdlitary objectives. Iheso decisioirn are the prljss repfpc-*5tib5.l.lties »f top 
5nf2itsci B£ia®g«iasut. 
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G. li. Fioli«r iwo llatod tl» najor djui-’c^ctcrictica of coet- 






cSTviv:t.lvc«ieso «« fallowo; 



(1) ooot ciUaxvK:tc^’iGtlc ia tiio syotoiiutlc 

ajBlaatlcja uad cc*4pjus.'’i3D.i a£ altenx.tivc crxsrafso of zictiaa 
vhlch be t^joa to xu5iieve epecifiod objoctivon foi' 

0 OQS future ttoJ xxiriod. 

(2) CrIticcU. o«ittiimti(3a of aitoraativoc t;ypically iawilvcaj 

uumrs^ius cc»»fc!cits.tiv>ixi^ but tbe two o.ies arts osscos- 
neat of the cost cjod Xiso bcissflt® oi ut.liltl 06 oertaiaii^ 
to oach of the ulta;mtlv^^e boi£^ to «»ttola the 

stlpuX&tad c^^ectiveoo 

(3) 2ho tlrae cooteset is ti» fUturo — of tea the diotlact futura 
of five, tea or s»rc 

(U) Bocauso of the CiCtoadoi tiao horia^oi^, the oa:rlx\X3oant is 
om ot uacerlAlat 2 r'*-"VC^ ofteu Q,v9u.t u:acjOi’t«i:it^y. 

(2) Usually the cocteict la tjhldi the aotiiysie is 

flfcirly bi-ostti (aftsa veiT" bro^d) aad tijc csy/lrcEiaGat vory 
coepldx with rutner^xts interactlooB aaot\, the v&ri« 
aldae in the p;x>uXuu. 

(c) IJMlc guoatltotive jasthods of emlysls dLouid bo utUisod 
as s&ich as possible, bocesaso of ItOKP (h) cad (y), purely 
quoatitativo wosrb xaaot oftsso be houvSJLy siig^plaaBatad by 
qusdit&tlve amlysis* 

(7) Usually tlae ftxx» is on rss^uxh cad doveloposxt and/or 
lnvoBtB»nt-ty 2 ?e docicicai probloos, elthouc^ operatiobcl 
docioioos uro ccootiaaaD oacounterod> 

(8) TtoeliaOBo io lspurtcu<.t. A careful, thorouc^ lamlyuis 

which cGooe six after the criticsl tine of decision 

atiy be worth eeoentioHy aero, while a loss tJkozsxjch-^-but 
thoughtfully dane^-caclysis ccxcdetcd on tios se,y be worth 
a groat doal.^ 

Primry Purpose of the Analynia 

It chcsuld be Btrosood that the prlaory purpoco of ti» ooet-effoctive- 
cQQo analysis is to asaist tZm decisioa-saoher in such u. that his 



II. Fiaher, Hols of Coot-Utility /uxilyois ia ProGroa iJudjfert- 
' j'ioieorunium BM-4l?^nc llaaica, CtJLif . : Esud Corpoi«tioa, 

pp. 3-^. 






JUitultion «!3d Ur&tQr UteU) tiiey would 1>« without tlie raoults 

of the on&l^ia. ^uip the outcone of tl)e cakXjBla vlU lifOt te^^:o the pCUco 

of doclslCB>^tiQj; r«tlie? it will eha^pen iA»n lutoltlon aa& «}ul:^ieat of ttio 

decioloa>3£i^. Mevcrtliolocs it ebould te vwsa^jo.'&l that only a csboII 

ianous^ of obai^peolivi Juil^soat rancr on occsfllcaa tmro e h 5 #i la 

' 2 

chortp ’^ucwitiflad ccesuai sonso called fOr oa lL:i0 part of onalyota. 

Gicnificaaco of Coet-Effectlvoaoca /jqbI^sIs 
^ he fexet tixat rcoourcoo are olwc^ llcdtod in {x)ntruot to uncetlat> 
ahlo O 30 d 3 cu3d voote in over/ isaoim oodoavor calls for an econxlc c^ico 
frci& avRlltfle oltorn&tivc^ in order to have a rational ;^ci3i(X3« heoic 
idea hc&iad co»t>effdetivctP 80 oxsl/sio i& that Juet cei a primte flm eoo.^ 
to obtain cccdngi profit out aS the laoat coetp co the problem dofeneo 
qpondinj, can be tirouc^t of ce the procoss of weit^lna tLre i^rth of SoS>:s£seQ 
products os* outputs akjplmt thoir costs. Ihmlur.ti<%3 of defense epaaOSxkj, in 
tcnxs of coots exd benofito la nor'O difficult than that of private buslnooo^ 
alnco there is so j^o2 tec! ettadliQd to deffeixso outputj conseq^ierrtl/ no 
pr-ctfit criterion can bo oetshlishid. 

{&>sever, s/stooutic tmd ^rmtltativu eal/scs of defense i^nliq:' 
otts tsara Inportsat than businoss outls/ bocanoo of thoir fer-ieewdaia^' inspect 
on the oconociicy politiarl^ and social ospocto of the nation. One of the 
prcbloas in declBlos>£sxklnc for dsfenso is thu vast ssrru/ of altomativoo 

ssaosx, ^lida decisiom oc*o to ba mdo; another io the fact that there at.’c 
con/ dl versified and cotslix: relevant fsetora involved in tliese decisicsis.^ 

^Ibid «» HP. 

%ltdi, DecisjUa>«arAins for DefCnso , p. y}» 

^Zbid ., p. 56. 
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20 ooeae dos«3® tliio tjuaatita^ilvo ogproocb oe.’vca to ultljato interscwia* 
rlv%lri<w vlxidi oro aft-zsi Uo&yH^ vlti^ eontlaont and« '•ai» 

to ozstall evsrlaetl£¥:; &rji»OQts vitJbout e. eoond b««io» JDn aaditloa, tklA 
03V ci{R.*oach hE^ haljpad to reoriunt t;^^vlitloacX Bllitau:^ 

thliV.;ln:; to a imt end. tgoco ej^tomtio vey* 

Quttotlty^ and Coutrilutlona 

Slstosy rovaela nsn/ vfaon tho ckoojpor end tedmicmUy Iqb^ 

efficient vof^xxi proved to ^ tlie "beet" eisiply because Its lover cost 

it ffimiXable in groat !sx£jC£'o« But there were othoi’ tiases in history idm 

"quellty** a^sio&rad to have Coclsiv® effects* TSaiD it would be rc£s»oax.i-lc u» 

mtasao that historically the poadulua ctflnga back ixaii forth between quauJ.i'Jy 

and ^pality^ end neither cost nor effectiveness aloio is a sufficient basis 

upon which to cIjOosc a voc^on Both factoso oust be conoidorod slMil" 

taasaualy and in r«latioa to occh other.^ 

2Ste coet^effectiveDCCMB studies are useful for aijother kind of defsi.M' 

problec2 — the Question of "hewr is.Kh is enoughl ' In this sort of problanp tic 

(j^ucstiooB involved^ far oxkbi^, ar@ not only« "Bo we 2X>ed a capability 

destroy 97 percent caf the 105 tai*jcto?'’ but also, "Is ti^ eapeblHty to rcieo 

csspeseted teurget destruction frora to 97 percent worth tie cost of 100 ivL'n 

rdsoilee?" Ih other' wonie, wssatlxj&tian rust be nado not only of total costa 

end total producta but s^Uso aarjlncl costs end tm’ginal benefits^ 01* asa^iAAl 

2 

contributions shotzli be cnalyscsd. 

All those probI<a3B in’/olva the chooolEsa of doctrioMf vaB^asgs mid 
OQEiipBSBat so 08 to get tl32 gi.x3e.tect benefit out of oay given level of 



^Ibid .j pp. 46-50* 

^Ibid ., jp. 50“51» 
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taysOlAblc roscxorcoo or to ociaiC'/Q & G^ven Io/qI odT defOmo at tbs Xocot 
ooBt. ILMever, It suat tm ot.’OiSoed that IT tho ohjectives^ or tbo coetS; 

CHT the naaourceents or gQitaty efl^ctlvtisasGo cu.'o the tmnvcrs also 

cco ViODG. A {pod osnK»Ic io the case ctf the SICSCBQiZP olr-to-fe?%3und Edsalle*^ 



CtTLSsnizatloos for {J^toas /u»l^Tti9 
Za the Dofsnec Oepc.i’tacsst, the Offico of the Deputy Aesistsot 
Secretary of Dofease (CysteEs Aoftlysis) has the rcc^poosibUlty of raicls^ 
the ^^jcJLlty of aaalysia th.’OUtJxjut the J>iigextrgx^, to ooo tlaat studies re» 
quostcd ly the Secretary are rospozieive to his i^aede, to revlev sttsUcs for 
Use Socretoxy and/ vbore noccoss^y/ to do or x'odo otudlea. Ou the othor 
hwod/ tbe ^Int Chiefs of Ctoff aad service dc^vrtsDsate have need fc^ 
oyotc833 analysis and Isavo catohliohed a fortx of or^sanhsetiaa to deal vitb 
Uiia pi'chlaea. ft>r oxacEd©/ the Jilavy Office of Px-OG?ao Apj^raisal lo chfcrjal 
vith the systcoo aaelyois otudlos iizvolvix^ tho t£^vy and the tatrioc Ccr^. 

Za addition to t!)Cso "la houso" ca|>«i}illtiaB/ tius Defease Deport* 
cioat also cecsorts a rariber of outsldo croupe suda oo the Air Ftsrce*o FAI® 
Coffpo8»tlcci/ the Arsy*8 nasoarch aai Aislysls Cozpor&tioa, the Hsvy*a Cesater 
fc»E* ^vol Analysco/ and iim Dcfcs;@e Depertnssst'o Jbetltute for Dofenoo 
Amlyaio. ^vbbo outaMe oispixx'tlxig Groups pro/ldo dctsu±ed vlcva and arc 
tVble to opprooch a probloQ tilth relatively uublaecd end o^^ectlve attltudi^. 
Zt sitould ho pointed out also that those orraoj^iaonte pixr/ldo the hroe^loet 

laformtloa and tccholqp^ ta veil og chocks and balaacse aaooc^ 
2 

the def^oso ccBtcotisnto. 

• ^Ibid ./ pp. 52, 55- 
“ ^Zbid */ pp. 



14\Jor CosciiO&vfi.'tlanB in C^t> 

Eff<Krtivsaecs 

At tbo cun:^ont ot^o oS <kr7Qjl3!pBsnt o$ uaeIyvI<^3Ql sactticxSn it is XKit 
I>oeailxl« to uaTiix^ a CellKlttf oct of rules on }xat to coa2uct «a 8{:pz%^;!rlatQ 
Gzrilyslsy tut oqqo Iqpox'teot crui^Xin!:28> pri:^^l4lfis^zuid iXluatratlciQo ai'o 
osjiscratad briefly in the ftxLIc»rlns para^^rsf^n: 

(1) Prciper atiTictMriix:; of the ptroblSEs is alJl-iEj?cictarit. ‘aib analyaia 
jx»t be QdArcsBCd to the vi^it quimtiom* 

(2) In jBR^in::: cn anelytlcsl fi-’senwcsrl: uiet 

bo i»otl. fbr cnstplc, for & spocifiod level exT utility to be attoinod in 
the accxsidisbnBkt of a c^ven objective^ tho altcrmtivco raey be eceipuud *>a 
the basis of tbeli* ectirmtod cccsneiic x'eepoosc isis^ct; or^ foe.* a (^ivun bisScPt 
level, tbe alternatives s»y be ocqpetrad on th© tjoeis of ti«lr eotlaatc&l 
utility. Ibe former is the F ixod Utility Aisproas^ and the latter is tho 
Fi xod riialjot A|iproach « 

(3) It is usually aocessMsry to eoaetruct a lajdal, eithaa* fon*d or 
info^'^ftl, to bo i 2 sel in the emiyticnl proccsc. Ilsro tlKS aAl:i puapesoo is to 
develop a act of relatloawliips eex>a^ ob,^fctlvt 2 », the relevant altemativos 
available for attalalnG tlsa ob^cetivss, the cstiaatod cost of too altoras** 
tivess, and toe estlmtsd utility for cecb of too aXtermtivee. 

(i^) Ifejcertainty tijst be faoed oaplicitly in tha ansslysls. Sggv>iiiv--» 
ity AxxiXysls, Coatlz^:yaaey .\nply»ia» and a Fori;iori Analysis are three j3®scXblo 
tech!to|aoQ that ney bo v»od in doallns vito toe probloa of mccrtairit/. 

Jbi sensitivity cnelysis sevciral veltsso miksa, end lou) fbr 

Ley p^*ae»tor9 \^ch are xinoirtoin ere used instaed of ”o:^?ected values, ' aud 
toon too x'ooults are emly^od* 

■^Mb £50cti£ax is laiiToly baKKJd on G. il. PJLabor, ‘Hie Holo of Coot- 
Utility Analysis la Problm Eudi^otixe#" .Sul^tlnK , ed. David IforricL, 

ra.’t 1, chap. 2. - 



CO 

Ck3atl£ik>::e!x:y ODulysis InveatiG&tac haa the rsi^ilng of the 
tl'v*30 uo^m* o3nsl4icrat^.ce3 bolda vs> v/iissa « relcvtkat list criterioa to 

CiAsUiiatiz^ the altxrniavlvtjs in pjetiileted, osr a mjo.’ chacc® ia tiie ^jaee^■ai 
is asciWtrA, 

Ibirtiori c^ly&ir. ijr/otlycs oa amlysls of a vcr«uo Y viasro inUii- 
tlvQ ,tudg?aaax& strcj^cly fsva.» .i, aijd the eaal^TJt nay chooee deMberaboV to 
.’SsaXvQ tha smuCii' xssooL’tJda'tics in favor of K mil ooc bov Y eoeparoc uscLnr 
thaeo adverse caaiitia%(. If Y still turtle out to be bettor tlyssxi tine 
aasilyat b«o a very strexoG cuae is f&vox* ctf Y.^ 

(5) AltiKRScU it co8i?licatcs3 the enel^is bccaKtsc of oa ixacmsce in 
U» auKSnor of varliLloS;, vety often tiae-phSKiaij of tl« iE|?acto of tho 
vr^ioase altomati'/es la a r^uij'.'oenn&t. If the dociaXon oel^enB are not Itv 
different with rappect ta tlrjQ preferences, tho <x:iitaatos of tiise>phea^ ix»» 
pa.',<t» ia-ist be “oqualised'’ over tlate throui^ tito uso of "diBCKXjatirtj’* 
pj.’ocodurae. 

(C) Since the KPdoI is cedy a s^r<s»oat«tiaii of roelity, it is tVa- 
£ii- a-ilo to do oorae validity of tito &calytiool prooodnro, e.c»# cca 

tiic mlUid doccrlbe Ia»mi facto e»l eltimticm reffeTon^djly voll? 

(T) While coot-utility coalysls stroisocas tl>a larfe of guantitativo 
retJiOds, the caalyat eis^^tld laofc issoitato to ©upplecsnnt Ms q;uaatitativ\j 
with c^jsa^spriate guditative esalysls. 

Ap^iraic&l - Problem ad Lhsitationo of the CystcQ 

®*UB it is clear that the 3ecret«ry of Defe;;^® and his prlaci^d 
advioors, both civllii«a and Bilitaiy, Iwvw been provided a hij^dy effcctivw 
irunecssaoist tool throujjh wliidi they are ci{«3do of eouad doclciono on 

Xbi^ » > PP* ^^*4— 



.a 



procpaB# Kai of raoBcisrlr^ pori'sraanoca of «jip.oved s>rocrac« tbeit 2 l:y 

ix^ ccextrol* la ^ddltioa^, t^cy are a'ole to ajctdlfy^ cdd to or dcloto tbc 

p-Ot^rcs* aa needo arloe thrav:?i tha prosrtis chca^ci coatrol oysteo. Ifc)ix>- 

ovor, lx*3t;ota are ia balance with procroB»> prcacrae® with foreo roqulrcccnta, 

farce i-oguiretacats with nllitary vdMaiom, and military csiasionD with 

tsatit^oal aocurltcr ob^ctivcs. rartlculorly iri^'taat ia the fact that da- 

cl8ics3s are realistic eai feasible* Xa effect^ the total bud£^t dollars ro> 

quired a ploa for tl» future do not (Kccood the Socretasy'o rospcxsoible 

1 

cplnion of vbat is mooGatsz^ S 2 sd foaofbl«.~ 

For the first tim in the history of defense the UQitt^ Gtatesf 
the Secretary of Defense io ahXe to carzy out hlo voot roapoaBiblUtioo ly 
c:s 2 x:iaiiis 3 fUll "direction, authority, and contarol over tine Deg^artaoat of 
Defense,” os envioloaod by t^Je national Security Act of 1^7 tJu*c«^iz the 
plaonins, prosrsBwitc, sad l)tK\;Gtlng oystm. IV careful ceparation of tho 
budget prooass frea procraterlng this has be^ done TTlthout prlcK* coi%yx£i* 
oioxaal £!ppc*ovaI, a striujont rondhlock for budeetcuy voform in the pest. 

Defense Socrctsuy has deecrilx^ tho f.u3Ctiono of the 

cysiTtcd in ea caqixusion of his rsinecaEQent phil^op^: 



It is throuc^ this eyutesa that vo looh at tho defense 
effort as a wh61o. Ifejoi* nre^p:^ priorities can be EenninG- 
fully detssuinfid only in toras of tho total psroc^'wes, ani a 
proper bskXancicc^ of oil the elesmts of the c'^jferao effort 
con ably be adtievod at ti^e Departsoont of Dcfoxjso level* • . . 

While X beliovo that tzaifiod plannitg, prcscpranesins, and 
docislon-bsiklQg are inrllopcsaahle to the effective mmesGont 
of tise dciezso effort, X ca equally coovirnod that liie actual 



Decisioa~r3cMrn for Defease, P. 3 ; 
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oporatiaa of the 3 p?ot,rsM oliould \xt netxmic^a., to the mirlrram 
octoot pwaiblA, on « doosatmlisod Laesis* . « • 

TliuOf tho aal mm^^usiz‘ of Dofoiwe 

IX^artaaat auet h9 'ijm&H on tlie pu.'*incipIO’ of ccnt::«122s«d 
plsaclng «z3i 0«c@ntraXl;iod or^ratioa.^ 

Sio proci*a acraitos ic not a jiRaacx*. It is not ocscti^ii^ 

uMt c«£i Le oasHy <2oeicPK9d^ I'ca&ll/ lastaUul^ or effective la 

c^^^tlcci. It bae certain lizsitationa col prtOlilacio scan of %Addi ck^ l)e 
crroTocess os' sslnlnlsad careful csoiEilnetic^ ncxl Iscacs^ntatioa of tbo 

a^'stocB; others Et^ not be oo oasUor susrxuntoCl* Soso of tizo probXcu oroaa 
arc; 

(1) Pro(;;r«Ka structure canoot alsa;^ Ijo doflnad la a clnar-cut i3a&> 
nor* curroat jirciczisn otructare neatly clasnlfioe onl acooBnsdatoo tho 
•etlvitloe of the Air Vasoo, tladt la, stratei^C;i ^ScasO) and tactical fUnc- 
tlos^ tts wall ae 'b:te 3 C!pQrtatirja anl other «^octD. IStxjovos, the bulh cf ton 

and pre^m elcesent^ of the Ars^ and the Sawy^ Indudixc the Uarlne 
Corpo^ are (pxiuped uadcr f^ro^raa ZH^ the Qcnci^ Purpose ZUrcse ehlc&i hava 

2 

•««n mat difficult to aassioo In tenas of cperrationol and co8t-cffectiva»cxs. 

(2) Aa pointsd cs;it lu sinister IV^ the pix^^lnoa of coot aUcK^ticss) 
end ccet setlaatse of a x&*oanis clcEi^nt arc net olriiLlc end ere in a Icos- 

"i 

castlsfactory otace of tJevalcccjant. 

(3) systen l:^>ooco heavy InlbnsQtian sal p^per vork raqfulro- 
Leasts* Also the burden of an cddltlosal vod^uaal otccs fron tbs £Act that 

^Ifans© CcoKlttae can AxtssI Serv'ioeo, Ite arincP oe^ KUitaryj^tt igSa 
JOth Cong** 1st 6080 . (ya^iiacjtoa; U. 6* Gck^s^ 'Wii^^lXZ) t 

P- 373 * 

MsCUllciuchj 'S8s^ Coascepts la Dofeeme KLezmLns^ ProcraBOli^ cni 
DLjdtjptinG^'' ^ihe FRlsrel Acoar.it eat< Vol. 12, Ha. 1, Septaefeor, 19C2, 7^. 

3 . 



pp. 50»;i. 
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ct pifosont tbo Coz^'^o iKXifMjn Uto traditional Ixiddot atructUi.*o^ vhich 
oot o:;s«ctad to lo dieAJie>2 tix) omr future* 

(^) GizMC tbo tud^pt is tied to tiio cmlmlorf tbo entire plancilix^p 
gtX)c?.Teir1ng anl ludc^tl:^^ ^stOMi c|»cr&tee oa wa o.uii£vl cyclo, althcx^ tbo 
7«ric3w procoss cannot be held to & strict sdjExialo, As a result, tbo pro 
£;r«B ooi Udeot x’ar/iaMs hwro tusolad to overlap in an itadoslrtdle vejr 
It diffimlt to reflect ptiapcrly aocie of tise force sti-v^cturo docislons ia 
tSse ousposrt prcssn® in tiao to enka biaa^jet dedoiaao.^ 

(5) It has bom pointed out both pt'C)5:»oaC3xto and c^iponacitc <3f the 
coct»eff 8 :ctivei»s 5 anal^is that liaitotiona end riain: j£ the s^tea oboudd 
bo fully acknoirledGed. Rot ell fa^toru can Ic ^punttfiod and fiDdclo cty liot 
va^jQQOtA all tbc intiuxjildoe t^iilch ofton pl&y dotcrsainl]:^ roloo in decioion^ 
ta'iiixj* 

(6) ^iliere are other p.vbleaB th&t olKxdd not bo overlool;ed, sudi aa 
cn;ero 3 zxtrallsatdcsi of tba top .i&nBCQEssnt bierardy, a tine^lag in 
(x»t-<)ffoctlveaass studies, difflcidtles involved in coordination wtaai pro- 
CX'aa or butlr^t &2cioione are cl»^^, and tiio bxsaan tonleacy to veai&t 
cLanje. 

In x«cest mztbe ibo Dofsnso Depert^siout bae vodertahen a masfysrsnt, 
pu-’vey cei the plaanlac-i»,'‘<\>i8B pxx>c<^G in order to iaprova tbo preaent 
ojBtOK. HcKinaeor & Coc^wey, Ins. , the particia?«fit izx tbo mw«y, prcptxsod 
a separata decisloa-aelrlnG perooosa for "aa^or Ibroo-ox'ieatod" Issueo ckx oao 
band, Gxd ’'other docisionc" ou tbs otbar lma&- IZxis i» an attaapt to 



^aitcij, Seclgicn--rj e:ci n!: for PefteaBe* jjp. C3~6’i-. 

®gtacr detailed discucsion of tbo sub,Ject ssoo ibid * , pp. bl-73» A1 o*j 
for a £ 3 anorei diocuaoio:i jjcg Hdvoen aaf Ambon, 3?it il{leat3, Idiaitati cftxs, 
yjUnco of the I^rqgraa Sodjtt * ' "* 



^iL^laBoy Si Co.« Inc., .ioj 3 ortU 34 sti lettur tx> tiio Aosisteat Sccw-.m. 
of Defeneo (CUacf^oIlnr) on CJiaasao in tbo Elrnninz:“I^^ 5 £yww^ Pr oex^, 
(3-GK&3d tfemiary 5p P* 2.* 



the docisico>'mkii^ prooooo in tbo cost clti^ootivc uoy aoi to 
ct.tstsnliae the procsefisireo, tho.'C^y r«(2ucii^ V3j%.l.asi;l3 and costa. Itc sml: 
•saaatsi.'zx is tho atcMnion o£ the p x^prsM ciaMQj cotitxt>I %/ateta» 

'‘Itsrcjc-Ksrlentsd <ascis;ion3" cesriot be cSk,.^risod by &c^ 
rwat ba jUiantlfiod i:»livii5ualiy. Cceo o£ their distine;ui0hinc> chfti’CiC^'^ 
Istlcs {U'o: (1) lm,v9 « d^nlfics:^ crfuuv on cun>^t or fUtOi.'c Lc&laaoc 

of ftiruos ii3txx3c protpsia aktxKi«j (Prcs^toi J »• V)^ 03 Gtcnte^y w taottu^ , 
msl oa poilltioaX^ ocosPESic e.xi xdlitary conBi«jMD~ntions; & 0 I (2) they usaeUy 
ip.'W out of ts3w mtsoacu^sSxi of iin’e*ts or cajor broaktJL--ia^Jie. 

"0t4»6j* docisiOKB" coacom Xartjady ProQ.’SBc VI ai^.1 VU^ ansi docisifie» aro asi.:> 
prlnarily thx^;Wt^ tbo Cisco® Il'ospossla. 

It Is recomaijiod timt tho ”x«:5Qr foixao^ndoatad" issuae be c^XR^wd 
in "analytical iaeiliee" vhicU would be ItrcBC^ ia scope tliaa individual 
Proiy.'aa CSiaaeo Ercposal. 5Ms i>dll gscilitato tho irrfcotji.’etod decision-* 
rahin^ an! retlcsnal tjww^ofSb aaanz altenmtlvoo. dll other proci'’*® 

exoc^ Bcatecrch and I>av«lo|»i5nt^ ismtary Ccnet^xudlon or Coital 

Piiasu’esioata Xteeas, should bo Iiaidlod throuj^ tijo ^int pro^pcm^'Ujdsat 

X 

rcviow duriag tto budjctaxy p,\jo<»e. 

^Ibid., ot paocfei. 



cm^zxi VI 



ftfiiiWsiMAL rr!Li( 3 ATi 03 rj cr ije mmjnm 

pai zsl. korewi icam. y 

Sho cSYtectivcjiwos mxl JococaslUI 5£ploeiaat4iit,loni of tiv> p'i.-t\;;rt3a 
A3fi!c:otin3 o^’BteD io ti» ISsltod Ctatos dScfcaeo oetalJliclKiJsrrt hmfc eacouiTsyod 
otiia.;' laatiom socU es aroe;& Xk'it&ia^ Cossadu, mTil lX3«t Gorsnjiy introtSucc 
olnilE»r oyatcsas for dcft3r»o £a tbo xsiXiter;/ oetao~ 

lloliacisit bao aOcptod tbe l«£iie laillts^’y docU'iacJo of tbo !toltod Statoo 
tA£LX ao wKoj Aaax'l&Ksi ai2alaiot«ntive jptrocadiu^^D aa a result of its vix*!; \7itb 
Use Hilltary Acoistara^ and Mvi^ry Gra;? c-'il tte IHct that 

of its ssilitery pss^iCKSiol have “beoa trained in tise Ifeaitod Statoo. 
Hewover, tbue fhr no efforts have hoca mSo to otutJy and ixplasDnt the gu-o- 
UidcjatinG concept in the ilc&’aaa osilltaiy cctahliolsaeat. Siio dsejito 
will Bheu tXM cooD of tho copocta of tljo prouran hs3dijctlA3 oystesa could 1 x 2 
qppliod to the iCox'ean defensa budget. 

Utsnar^l Baclsgrouni 

S*e aati<x»l budsot syetpoa of ISsrea vm afic^itod \ihca tiw ConctittstAM 
of the new rt^hlic wan written ir» l;A8« Sulco^uent lAjiolaticaa, the Fice;£« 
lair, providod the atatutoi-y tsnia for Isudcetaiy accouixting prtjcodurco. 2»x 
ICoroa today, wi»ro the fbm of tho covemaesit in pattenjod after the 

^tch, IX^^icic^ rgM ^ for Pcritisawe, p. T?* 
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t>jwaa.klant.lal eyatm lu ChblruKa of tl» IkKxmic KLacsilnc Doerd 

0ortT98 coQC«rr(xstV ^ tbe Deputy Dxsaior tiiio prla» voeifx^’ 

clbilitiy over UiiJbst fOmsl&tio» aodl rcvlov ml craocutioo 4a tSw fom of 

afpocrtiousieat cxxxtrol. ^Elio bud^t iacludes both a^Ksalltaroe exil revcssjiQo 

to a li»3c3®t 3 ?aar tBJfj — tJjD f4Sv*3. j^oar coinciding the caiioniar jcar. 

Sh3 is suucdttad &x££.»Uy to tl>e ItetlODRl Acscahi^ by tbo Praoluottt 

1 

to rcr/im aod •@ptx>val«'' 

Sio I3u(3oct end Acosuntiz^ Lev> vMdi cu^TsoAod tbs Flnttccco Lear at»I 

:!zp4cEiJQtad the perfOnsKoco lud^at osnccpt la IjGl, regtUrae tbs dmirma of 

^tijo I!co££X 2 ic Flaonlnc Hoard to lassos a buclcpt policy and c^oidam^ latter by 

the and of March in the current year m by the Gtato CkJUDcil and 

2 

the Prosidsnt. Cfpco receipt of tlx3 ludQOt policy and (p.iidaaca Xett&‘« 

QOdi Blniotry and oy j ern o snt ecpacy pscq^arca ito budget cstisaatoa oo a ipt-o- 
erm baela oad tsuhoitc thas to the Djreau of the QudTst ia the Ecoaaalc 
Fdasnias Board by the of May* 

A pralininery etedy and a reviev of tlio budcct estismtes ana coo> 
dactod by the ataffls la the Bureaiu of the Bwl.pt thr'ouch toaal and latoacl 
bE3aria:30 vlth officials fvcx3. olnistrto end orpaeioo cctucser^zed* leatativo 
declslone arc cede by the Chalraaa of the Bconcisic llaaning Board vho pErooonto 
the budipt to the State Ccuncllj, the lac^al cozpiorato body cooesoaed of all 
CaLiinet 24x3bara end hcedod che Freeidestf vshcro ccq[;s?anl8Q0 and reasljiaat- 
asato arc attoqptQd. Final docislons are ssetro the I^’ocidcnt; annually, 

^ Bac^agrAz^sal: ll3.;yy>l I Sho G(X»tituticaa cf the R:f3cib3^ of Itor oej, 

Art. 50, aad YoeWareIxpi^r i '!3io"'i^^ as^ Ac^ 'c ^ir^ i«f |7 * 

‘ Ttegasiycl'jcpob , Art. 25« 

^3bid .» Art. DO. 

** Bad^<^lxz^adt lljcgpob j Arte. 33, 35-*3>^. 
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la Qstii'Xj Cept«a3a>er, bo ratolts hie l»ji3sGt regiMSit to ti» Hfctioml Aaacs&JXj, 
vfi^jetber wltb his Dui?^ct ISso*^oJ review' cjad csnu-cr;'al. 

Hatlosual Aa 9 C«l.> 2 ^ of Kcroa la sot cea & ualceiaei'el baei'Sj 
ubercsn otaallzc; aaa«ittoo» la tlje aatlcml ha-vsBif}^ era oraaaicod alcsa-j oI« 
Ibactloiml llnee of cp^rasiyoL fiotlvitice* ^lacoo coouittoos re/ictr^ tiao 
jpraeiitejt*® x'equiist S£il fcevauxl it to Uio Cwocial Coasltti®o oa luSoot 

wd Accouata for overedl -wIom- ©a riosoluti'jus of tlia Social Ccasaalttoe 
c-'c thsMi to Uio soooion fox* deijftte ml action. Buslc^ 

figj&NTjel ifl vote in the fotra of chans j axl haa^ ^ units cat* Uslgfst 

divisions, nfaida are txsod fOr ’»«,id::?atary cootr.xl isa’pousxs. WitSiout eggiroml 
aS ti» iSatloaal Aaacadd;/, no tx^ansfar of foacls c&a le jsskIq soosg the Ixnaa^t 
tltlac deecrlbod ehov©, coLtectlvely oallod titles. 

Shirty days prior to tlje start of tiio raou U«\jot ^/oar tlx} HBtlooBl 

Aaooetdy aspror/cs oet ocadlfles Uie i%x$;>D 0 ed ltuis3oot a^id x^tunas it to tbe 

2 

Prosii!fa%it for proclanatlcan. SLo Batioiml Aosoi^aly has as authority to is^ 
croaM3c the proposed U«3c^ ox* oatctblish v&i titles vithout eexx^rt of 

the ccxKJirtlve braadi of the ^iwmasnt. Ubxieiiy tJic i«vi<3v So pc’®* 

coicsi by an iaspoctioa tour {jovemnent opermtiens hy legialSitors on the 
cts:::dinc; ccxnittoe bacis. 

tQx} epprovod budjat oKinot bo isndosasstxxl until It la apportioned ly 
tbo IkssnoHic idannli^ IXxxrd to tho ninistrSeo and c^encioa on a g^iartcrxly 
>x»i3. fhan a rogtxast f^xia a laialetry ore e^GKcy foe spporti(»aiast eSP its 
U^djot in 11m with Its CBorating po;*o^rsia is icsio, tJ« IXireau of tbo Daio^t 
thizes into cxknsiilaratiai tl)o revenue ae^ects &» providad ty the Kiixlstry of 

^<»azfrrfc:-53gpb, Ai-t. 3^. 

^DaolMCTaisxaaX Hoatpob , Aj*t. 50. 

^XbiA ., Art. 53* 



FinstaoG and sesesso inscosecsy In (x^Cor to the rato of 

CpvcmBient e;(£j©naittii'Qo accotdixsg to ftod avnfJLailbllitjy nnl th» GOnex^l 
ocoooBic coaditiflin c«f t!ie nation. Before tfcc Otjtual t5gportl»G»:ait ia nedo^ 
tbo CSmirawQi of the Eeoncsd.c Plcagii^ Dcsard hao to oocuna tlK» Proeir2*a(t*G 
£^^rprcrv«l t2ux)t^ tiac Stats (Xxxucil* A^portlcosonto ere cllottod Uxs 
fjinistora and e^^scsr beads to tbe buroeuB# diviaionsj or fi<^ activitiosj 
eStar 'wJiicli c^iaXi^tiono ^'*5y Ixa incurrod* 

AaaditlQG la ccKjOisctcd Xy tbo Audit Bcc^-'dr-T^oe^^ooed of t»r® tbaa fivo 

But i^oiKn* than eleven civUiao s£iditoro~-vtiidi io a ioard^iixl&s^enteftj ^luanlo 

2 

Judicial os’scaisatiou. 2au t^pea of audit g^.’O p3rf0itani-~-tI>e trs^tioael 
or Ic^d. poat>audit« aoi an craeisatloa of efflcloas^ cal ocoodc;^ in tpvcctv 
loent cs^oratlono. An a:xujal emit rqpcrt la sidiilttad to tbe I^residont aiil 
to tbe Ilatioratl AssesMy. Tocdi ssiniatr;/ and ajcmc^ ooiuo fOru of ixstcuml 
audit o^/Btea for intcmxl control pusposaisj co fnr no staoiSard procoOurco 
hcvo teen oetabllnbed tbroucbcwt tijse GOVSinnEsaxfe. 

nannlnG» I^'a(p:w£Bii3c Budcs^tins 
in tbe ISditary Itotablia!r:3Ent 

Kinlstry of Hatioml Befeneo [ifDij, tbo civilian rcpruecn^ 
tntivc alts oa tbc state Cauusil, ia eiatrustod vith fUU tsutbority over 
tbe adlitary acenclaa'-x-tbo iLsoBj> the Fiavy indydl:^ the Marino Corps, and the 
Air Faroe; acd the defenao <^jcnaice — the JOiut Chiofb of Staff; liational 
t^vnjBo Colli^ inclndinG tho Jbint Staff CoUa:P; Jbint Comtruction A^oocy; 

3 

and othara.'' 

^OBanlraehes^s'b ; Art. 33> eoc. 2* 

^S3mt}ihaa g^ abe pob; Arts. JQ-A» (It botoacD to the Pi^idtot Uit 
lio.-foEtJB its fUseti^ ialc5^aJc23tly») 

%abcx3Q.lochlXgx3£) [ti» /.iraod Por&xi (hri^ja nja ntion law j. Art. j. 



- J 



hi tbd i^broea ninttety c6t«bllQls33at tiicre orx} od clvlllaa txm/Zs 

of rsllltaiy qqqqcIco cqulvaloiit to tijo eorvlco cX 2 ca:^ 2 tarioB la the Iteltod 

Ctetos nllitesy eeta2>lls!«eat. Uto FxN3&l<tentp I'OQuirail lav to bs a 

civUlaa^ c:3Qi'clsoe cosatx'ol ovc«* all railltary isetters throuGh tho ittnlato*. 

of national Dofonoc*^ ikTOCvcr^ actual cpcratlonol cocnantl for tho dofonoo 

of la In the hands of the Cci»aader»l 2 i<-&hlQf, Uiitod natioriB Ccsaaaodj, 

2 

ao a rosult of tlw delojatlcaa of autiKirit^ du»?iEs the Ko?«aa VJos’. 

Oio Ariasr la the larjoat SQoroaa atP^ac?/ osd hae sapi'tKdraw.V 

130SX, followed In elxQ hy the IMvy lnclodin3 tlio ^’ioa Coupe vlth 

•a 

about 40,CXX) non, andtSic Air Force with alimt 2h,030 ix>n»'^ “Zbe largODt 
csllce of tho defanao budeot oooa to tho Anasr. Jn tho lj6‘j Yaesr, out 

of total defonao ospondlturoa of 20 blUlon iRssgp T-^»Q porccat wcajt to tiKS 
jM percent to the navy laduaing; the IJsrlao Ccs-ps, 7»1 pei'cent to 
tho Air Force, aal 6.3 pcs:*ccs:jt 2br the liiaistry of national Dcffeoso and 
vorloua defsnoo aaencieo,^ In the defense hudcjat, ^^.1 percent wac c^jcat for 
and AUevaooea, 37«& percesnt fbr Cuhoiatenco In Ilinds, ^.4 percent for 
Clothisc, 13 .^ porceaat for Sroop Maintenance, and I .3 poi'cesnt for fbreo 
Irpixjvaaaat. Ccchlnlixi the first throe p®r« 2 atC£i<» dtxxra that dox’Q than 83 
percent of dofenoo cpontUrxs is usod in aatotainlnc porDoancl, txrth all,lta.y 
end civilian, and a najllcible erao^sst qoqb tor S^srtxi is^^ovas^ purpoao}« 
I^ocrotn} atteqpto, Xarooly by tbo Ast^ ooctor, have been aade to 
ispx'ovo the lAidcPtary x^*occcs for efficient aol cosiitccdc utilisatioa of 

• H>ai^rgdnkuili Ifeasyob j Art. 72. 

^*»ly 14, 1950 ly Pi-ocident Zyacfam. Vhos, 

^2io acsarco Is bacjoi csi the s:. mrterly rxpx*t pixpared by the ^lat 
Chiefs of Staff, R^ublic of ISKoa, 1965 . 

k 

Swans, In-Ouna« BrlijOdiei*, RCK Aray, 1 2m Yoasm [ Pla asii ^ a nd 

the Malatry of rtetleoal Defam»c 
p* o7» 
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defense speodios* 13 xg porformac* tudget conc^t^ isfplcMiented in the Arq/ 
iu xy}0f took the fbm of « rearrmi^SOBoeot of the budget structure to nset 
the prliaory prograa catocoricsj of the Aray.^ !Q»se efforts resulted la tho 
successive reduction of tudget titles used by the nilitary servlceo* The 
ruaber of tud|^ titles vas reduced froa 23 to 18 la 1961^ to 13 in 1962^ 
to 11 in 1963# nod to 6 in 1965* Current titles arc: 

(1) Fersonoel lisintenance and Manac;e»cnt 

(2) Troop Mainteztancc and Huiaccsaent 

(3) Procureeient of I!^tii|mat and Materiol 

(4) Coastruction and Property 

(9) Eesaarchf Eevelopcacnt, Test, and Evaluation 

2 

(6) Eeserve Personnel. 

The budget cycle in the Korean xoilltary establishaent starts with 
the dovel^poent and reviev of the Joint Strats^c Objectives Plan [ J3QP] 
prepared annually hy the Joint Chiefs of Staff l^taed on 141d>Eaage Sstl-* 
mtes of the services. 2se purpose of the Jbiat Strategic Objectives 

Plan is to provide the basic guidance for the programs and budgets to be used 
in the Ministry of Ikiitloiial Defense^ projected for five years. It devclqpo 
a strategic concept^ detcrsiincs ailltary requl^estents^ and studies the 
oxployaant and deployment of nilitary forces during the aiid-range period. 

Tho important aspect of this plan is that it provides the Pefsnse Ministry 
vd.th an estlmte of the r^mirod force structure vdiicb win be used in 

^OK Anny E^s.^ Sin Yuhoon Ycsanchfito [tho Mev Asay Budgetwy Sy8tora }» 
Study Report, Vol. 1 (Seoul, Korea: The Aray Prlatins 

%0K Amy Bqs., ftikoon Sor^ksaebuyi Yegeancheto [the Amy Perf onaanco 
B ud^^t Systen ], Arry Banphlet 37-2 (Seoul, Korea: Tho Anqy Printing Plant, 

16-11. 
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devclqiplne guid»llnpg t!ie neoct Uid^t ywr* ^Qic sure reelistlc the 
jilMi, tbe better the outcotu of tlie defeaee buci^^* 

Am noted oerllor^ the Joint Strategic Objiectivee Plan provides the 
basis for the Five Year Defense PFograa which bccoaiea the foundation of the 
Prograa and Dudget Guldelixus as veil as the Basic Dcfomo Prograos*, Eac^ 
service prepares budget cstimtes on the basis of its operating or basic 
progrsea whidi has been devedopod froei the Service Strategic Objectives PXan> 
the Control Prograa (in the Ara ^) , and the Service Prograai and Budget 
C^iidance* ihese are all geared to the Joint Strategic Objectives Plan^ the 
Five Year DefOose Frograa, and the Progran and ZXsdget Quidancs of the 
l^UnlsI^ of National Befenec [MSD], respectively. Progran categories are 
arraaged in terra of resource inputs such as Troop Progrant (Personnel, 
Cosmtad Managcaent, Xotelligciice and Traindhs ) » Logistics Program, Military 
Constraction Program, Boemirch end Devedoioent PrograEt, and Reserve Progrtsa.^ 
Approxirmtely thirteen nocths prior to the Budget Year each service 
dii^ issues the Program and Budget (Kildance to Ms respective field units 
baaed on the Ministry of Ifati^sial Defease guideu^ and its own long-rasgP 
pregraa, and, v^n receipt o£ these initial projections, develops the Cperat- 
Ing Budget Bstioates. 'She budget estiaates, reviewed and coordimted by 
the general staffs, the cooptroUers and advisory casaeittaes at the head* 
ijuarters level, are suboitted to the Ministry of National Defense before 
Hay* Idien the President laodsss a final decision cm budget rec^uests and sub- 
mits then to the national Asscdbly, each lailitary service's Prograa sod Snadgst 

Ee^[ueste are aaodlfled and revised accordlz^^. bhoa the Shtionel Asssaddy 

2 

is p r o v e s the budget xoqueste, th^ becoce final. 

'4iotu^, In-Sung, p. 77« 

%in YUkoon Yesamdieto, pp. 38-1^. 











I 



1 




I 








« 




I 










I 




«"N' » iA 
















# 



»# 



il 












W4ii^ 





i 




72 



Within the Ministry of Ihtional Defense^ jnoot budget rsvicrus arc 
conducted by the Ihnctlonal burem staffs and an ad hoc ccenlttee. !Ihe 
Joint Staffs in the Joint Chiefs of Staff revieif the service bud^^ts for 
education^ tralainc« and intelligence. ^ DafOaee CcatitroUer, ueually an 
Aray osxasrtJL officer^ hae the priaary re^)onsibility for coordlnatiz^ the 
'tiaSoet revlao in the Defense lUzxistry* Ho then presents the results of 
his review to a coxfereaco of buracMX directors and the Militaxy Policy 
Council^ coeipoeed of the Dopuly Defense Hixdstcr, the Asalatant Defense 
Maisters^ the Chainam of the Joint Chiefs exT Staff, and the Service Chiofb, 
presided over by the Defease Minister. Here the final decisions are reach^. 
’Sbs defense budget is suhaitted to the Sconosdc Plaimii^s Board for further 
deliberationa and inclusion in the President*s budget. 

After due process and subsequent enactraent of the budget by the 
Mstionsl Assesaibly, the budget is apportioned, allotted and suballottcd 
through established adadnistrative channels; obligatiom are incurred and 
cnipenditures laade by the operating imits. 

Progrea progreso is rc^rtad regularly to the beadquartexv of the 
military services and to the Ministry of Sational Defense, and the snalysia 
and evaluation of prc^rasi pcrforiaanco are conducted at both levels on a 
quarterly basis. Usually the conptroUers of the services and the Defense 
CoeptroUers ore responsible for progress reporting, snd they recorwead 
necessary actions to correct alleviate significant deviations in the 
perfomancea to the rcupoctive line xaanageaent. fhe quarterly rsports of 
"Progress Beviev and Analysis" are published by the services and the Defense 
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Aj3aI^'3lo ai3d Apsji^/jsal 

aus far tijc d^xarJjiation of tlie procesi of plaanlns# pi'O^aealiKJ 
tujd 'budG^^iae ia th» alUUtary ^ativTj'lislimnt of Ko;’oa aa it cxloto and is 
practiced today has ‘boca brief. ’Sho first aaBlyaio besin* with tbc detor- 
niimtioa of oilltary iwquircaeata and procirtn review. A studoat in jatlltary 

raaa^jsaacat in 1£X>1 r«vc«iled timt there was a vi&a qc© i>otween the Joint 

1 

Strategic Objectives Ela?i and fiscal reality. t^Siere e^^isted neither a 
basic mtional sectirlty policy cor any specific ^ide3«lJ3£» for ndlitory 
planniajj. Uiorcfore, tJ» Joint Staffs in the Joint Chiefs of Staff tended 
to develop lailitary roguireawats in absolute tc ,•»» vrith lisaited coasidcra^ 
tioR for Isudcetary canatraiats. She eituatlcm somriihat reeaGfisled condi- 
tions in the l^ted States defense plaonino; p^i^ to the program budgeting 
system. What, If any, chaises laide since are lasown. 

It is difficult for th* Befcnae lHaistor to give responsible guid- 
nacc as to the outlooh of the defense H!!>en eccrstsaic prc^pects for 

future ^'oars are uncertain, the i^xmts and ccsitento of the aHitary 
assistance to be provided by the Ua^lUtA. States arc r»t aecuratedy daternda- 
able at the plsnnlng stages. Ths Defense S^^jUUrtex’ needs both sides of the 
picture in order to have a cooplete ard. interpreted vicfw of the esttemtes of 
future defense iQ»cadin^. la fact, it has often been cited that the lack of 
information on lAdted States assistance haepsrs realistic Korean military 
pTjsamlns and prQsramnlng. In view of the dlffcroriccs in the fiscal years 
between the Ihiited States end Korea, and freq,«jent delays by Caocress in 
acting on foreign aid bills , irstvitable reluetar»::e in paking any prior 
aoRritaonts at the operating le/els is understandable. Som advance 

^CMn, Chons~SUj KUn Ctaw^Hselniek Sxtripfewachosy; c laranfaan Kcxhal 
[ A Study of the Military Ijld-Haaee EXannlos X^xwiSluroaJ V 

I4aater»8 Biesis, the Secwl National University, 1961, pp. 60 - 63 . 
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iaformUoi regapdluc future prospects of niXltory Bselotance, at leaot 
for plAnnli>g purpoaes^ c2]ou2d l» provided to Koreaa dsfease officials* 

Uador present circuastancesp p l arml ns sad r'f~X"MntiXi fomilatico 
of Koreen xxilitaiy rsqalraBSats cssniot be dsterotsnd reaUsticslly* Gbo 

viously sudi progTSOB are ic ca p n b l e of providi:^ solid bases for IxxiQeii^mkias 

\ 

because they are espressol vitSicut fUU ooneid^'atlon of future fimus&ial 
consequer^ss* VSiile in tbeox'y tbiero exists a trannfomation device 
would brld|;e t^ Qiq> betueen iiXannix^; esnd budt^ine^ in reality the theory 
docs not work* Therefore Ihe z-esults have often consisted of significant 
s>dificati(X>8 and revisions of the prograns frem incision until final 
pesoao^ by the national Asscafxly, frequently after hurriedly bavins 
forasilated vlthln the period of a fer«f va^. 

^Ulitary plazroing is p^rforasd in teres of sessions and adlltary 
imlts of forces, lihereae pro^p:%BSln6 and budgeting are considered in terns 
of ir^ts such as personnel, operation and oainte:x 2 nce, procureaent, axk- 
Btz'uction, etc. So far no attss^t has been ssada to relate the rwource 
inputs to ailitary outputs vhon aajor prograatt cr budget decisioza are to be 
rade, nor for alternative aeonn to adzleve the established goals and 
eyoteiaatioGlIy exasdne thoa in teros of relative to^rit against the burdens 
involved. Without critical eaagiination of alternatives, ratiODSl or sound 
decisions cannot be eoipcctod, since tha/ would be baaed on intuition, and 
liitiitcd Judgoento end experience. 

It has been custetaosy in the Kor^tn Gavonxacst for the Econordc 
ELaoning Board to es1»tblish a ‘-budget cellins ' ead ispose it upon all 
gT/ersmectfil units in order to !»cp the total, public es^nditures within 
certain fiscal liaits. The celling approach in itself is a powerful voapon 
and jsey be a sound practice when used in the proper perspective bsesuL^ 
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there i« alvnys a pxtictical lizcLt on govemEaeut •peodii^. Oewovor, as 
Iteuricc U* 3taos» fonaer Director of the Bureau of the I3u«}£set under Presi- 
dent Biechhowerf hae ixpliod^ there should be vo '’fixod frozen linit on 

1 

spending; on the budget." IServcrthelesSjf the budcet ceil in; in JZorea is 

detczialnied mid rigidly adhered to vitlKUt coaaideratioit of real progneu 

/ 

O 

needs> and with little participation by the a^jenciea affectod*** IMOj in 
effect, has severely haqpored efforts toward better proipraaa and bude^t 
formulation by agency officials, since a nev prcigraa obviously vould not 
oxtrvlve if it were not vlthin Idas ceiling. 

In reviewing the Korean budget it Is not surprlslixs iio^ 
tiie revieuers tend to e^iintslzo the budget ceillc^, the asaounts of increase 
over current year, formats, administrative procedures, etc., rather Hum 
program needs, program priorities, validity of csoat figures and ot2^r 

3 

factCKTs. In recent years there itave been several ic^rovusssnbs in stand- 
ardising cost figures aaoc^ Hio services and prervidi;^ a degree <i£ He%- 
ibility in budget fornuXaticai in program term. Military agencies are 
encouraged to eubsdt an addendum budget if the total amcatats of their budget 

It 

Gstimtes exceed the establisl^ budget celling. 

In fonaulation and review of the Joint Strategic Objectives Plan, 
lack of coanunlcation, participation and eventual cooxdlnatlon among bureaus 
or divisions within the Defense Ministry and the Joint Chiefs of Staff to a 

%J« S., Sez»te Sub(xc£]itttae, Bearings, p. 1117. 

%0K Arry locistics ScbxOL, tfc»i-hwa Yesan [ I&mn Budget ], PeaE*let, 
n.d. , circa I 963 , pp. Vll. 

^Chin, Cbumg-Su, pp. 71-72. 

Ssie Ministry of liatlonal Defense, Kihwek ait Yesattlichlm, Bf i960 
[ Proissm and Dud'^et Guidance for Sf 1966 ], iStrST 15 > 1^5 
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dc^i'oo have co»ti*lhi:tod tcxna^ nckdlAj the pliKi isfeasil)!® tsaH uivoalistlco 
amx3 cituatioa prcr/aila in the proo^a of p.*o^p:tiB and budc^ raviw.^ 

It Is evident that vitliout i'A.nsa^ end co*)ocrtod c?yx9 offOrto, it is 
diiTicult to accot^liott cesaoa ^;:oel3 and ohjectivoe* 

Durlx^ the last lev '/cse^, aeveraX tao^ h&vo been s«de to otraesiK 
lime the Koroon aUitaby ox*uKiisatic»). <%ie is ootabliehaont of aovoral 
Joint tt(3oneieo under iha direct oc»3troX of the IX^fenec Mniatry eudi as the 
Joint Chiefs of Staffs the national Defense CdllQip, the Joint Comtruction 
Aoenq/, the Jelnt laveotli^ition Agoacy, and tlac Gdoctivo Service and 
fwocruiting (tffioe. In addition, mafercue studies Imva boen mde on the 
poeellxLe intecration of ocxvico acadesdes, toclmlcai schools, ho^itals, 
othsrj institutioQE. Also tiacro hae been cn inco.'oosinj tandsacy to ca:itraliso 
authority in the Defocssc Hiniotiy and to oalarjo clviliaa cmtrol over tius 
ailitBEy acPncleo on najor dof<^r»e problean aRidi as force structure, laidcot 
and pcrsonnal* 

In tho px-ocedii^ discaoslon it w*b acatod that a dai^jroo of sirdlas’ity 
exists lx>tu«cn tho Igcxtsan islXltsuy oatahlisiqaont today and tlio United States 
defense (^ttshlishiKsxt prior to the jir^ploaoidi&tion of the p2.*0£p:wi UtfS^^ctinci 
cysten* In iCerea there is a oonaidorable cse^ hetwsen nilltazy xdansins asl 
'bnd;otin3, Bdlitsry r^ouroe irEputs SU'O not rolatod to the outputs, the 
porfXTaancG l 3 udG®t concept is interpreted in tavm of siiidliyii^ an! 
ctrxMN^ini!^ tho hudeet titlos, the cellias eqpiuxiaesh is prevalent, tiudjecory 
^x^uirOESsnts are projected fOr one year in the futaro, coordiz»tion aod 
cxnmoication are Xaclrlt^s vithin the dsfsmc cota 2 ilicliaont, and inte^pration 
of ccaeoxi functions end ccxxxsurtration of authority in the Defense Ministry 
arc Ji»t besi^^^oin^ to coeripe. 

\saia, ChM]G“0'i# W» 73» 



f 




77 



It cftn 1)0 argued t.l»t the nllitary slttmtloa in Kor«* today is 
vastly < 3 ifficront from tUat in tlie %d.tsd States, and tliat no valid conpari- 
son can be oRds. Of com’cc Itoea in not canable of oll-osit mcXcar 

var, nor doe® eha poascoa the ivjcoseary reaoni'cee ajjd tecSinolOf^y to dsvoslqp 
costly voi©oii8. Moreover, tim dofcme problea of Korea ou^Jit to be cc»- 
Bldorcsd in the light of a bro«v:Xor coocc^t of tlie "coUcotlve securH^r'' of the 
free world. Heverthelees, tho iatrinnic process erf dcciciloa"M»kins for 
defoiiBe mxmcoafixA diffssra In de^i'^e, not in kinds 5 therefor© a pro^rae* 
bud^otiiig «©proach in tivs Ko}*oaa mLlitary cct-nbllcliaeat wald be of 'proet 
The goal of px’o^'wa budgetlas is to eoerch for ti» Host ecoaoEdc- 
ally ftm^ible and efficient wayn of acltievliiG objoctivos tSirough cyetCEatic 
OQftl;n)l» of altex'iwtives in terr« of t 5 ie coete arid bonofits. PrenuBiinG 
time prisaioes to be valid, there lo no rea»<»i vhy Iloftea should not benefit 
adapting this now systCKi with nectjsoary aodlficatlorw. 
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sm-wfmy ahd coiicussioie 

since World Wer II, the defense budjjet has developed Into & strong 
dx'ivlns force leading tcward "real unification" in the Aaierlcan defense 
estahlislsnont, especially sitx:& the enactiaent of the national Security Act 
of 1947* In the United States today the defense budget is the principal 
mnagesaent tool in the Defence Departoent. It is not only the inatruiaent by 
ehlch resources are allocated but also the ceans for cemtroUing lallitary 
progx’am, alnce strategy, prograaRing, and budgeting are all aspecte of the 
8QSIC basic deci8ion>sahin{; process* 

The first step toward ailitary unification in the Ihiited States took 
place when the national Security Act of 19^7 vas passed. Subsequent aaend- 
stents to the Act show the trend toward Biore centx-alisad authority in the 
Office of the Secretary of Defimse and stronger civilian control over the 
military services* At the same time, heavier px’essures have been placed on 
the need for econocy and efficiency in defense spending, largely because of 
the trenandous amounts of defense osipeaditures and their iicpact on the 
national econosy. 

until 1961, efforts to iaprove financial s&nageiaent in the Defense 
Department vere concentrated on sijsiilifyins and stresmlinlnG the appzrcpria^ 
tion structures in order to inplscient the performance budget concept. Prior 
to this time the defense budget had been a critical theme of and often the 
basis for sharp controversy among the services and in idxo Defexise Department, 
but there existed no meam of enabling the Secretary of Defense to solve 
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this problon rationally. The dofonae ibu« 3 tjet took tho fona of tho "ceilinj 
espproadi," end. the biidcot addexa vaa related to iailits:::y taalos and zaisaions 
or national oecority object Ivos in a naanii\;ful cajiaer. Military pl«i2iU\, 
and financial sezza^jocaont verc ragarded as iniopondent activitlea, the SOiXjQi' 
bclna ia tho hands of the zeilitary planners and projoctod veil into tho 
faturo; and the latter beinc Iwmlled civilian countorparts on an canml 
basis * ’So bridge this 2;^ tho oav protpiaBcli:^ oyaten ves cstablishod by 
Cocrctary of Defense, Kobert S. ISclieaiara, and Charles J. Bitch* 

In the nev syetesn all activities of Uie Defense Departzasnt arc 
croi®0d uador mjor projrens vhicb, in torn, consist of proj^raB alcaaontc 
ox'oanined according to nlssiono and tasks reoai'dloes of tmditioi^ serricc 
Jurirsdiction. Hao Five Yoor Force Structure and 3 ?inonciol Plan is basically 
tho stsx&ry of aU opproved pvo^'ma in the Defemo Dqpai'taoat and includes 
ell of the program data, together vith the description of forces, their 
tasks and sdssions, procuroaent lists, facility lists, and other relevant 
Infona&tion* Hiese program arc continually being revioved, raodlfied and 
updated to xsx^t chano^ ^ the cir/irossaontal conditiona throu£^ a Pregran 
dizange Control Syetoo. 

Yhe aioiual budgeting procodure consists of con'/ortlng a one>yaar 
olico of tlio approved five-yoar progre*ai into an c^proprlato budget vith 
st^yportiiv: details in a xoxre orderly aoi systCGsatlc nanzacr. tBUn 

ollninatca the hurried procresa revlev \diich van previously crasiaed into e 
f<xi veeks in the sidst of the annual budget revlev* 

In order to reveal full cost iaplicatiouo of a progran, costs arc 
clooolfied into Reseerdi and Developee»it, Invc^tscnt, end Cperatii^ Costs. 
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Resourcos are broken dovm into Itexw of Sguiiiacat, Military Conatructlon, 
Monspover, axA Operations and Maintenance so oc to penoit e;Q>liclt planuing 
for the acquisition and fln&ncli:^; of resource inputs. Use of tto Cost Xnfoiv 
mtlon and Progreso Bc^rtlns Cyotezas facilitates evaluation eni control of 
program perforzaance. 

/ 

One of the outstanding features of the izev progran budgeting syotea 
is the coBtoeffectlvenesB study of available alternatives. !Qiio Is not 
intended as a substitute for good 4 u<^i 0 a^t but hopefully as a device to 
sharpen judgment by analysing the costs against the benefits or perfoiTsinces 
of alternatives involved. The new system thus providas a sound basis for 
declsion>XBakingf exid serves to reorient the thinking of military planners 
tomu^ more systematic and quantitative terms. 

Problems and difficulties are Involved of couxee In the new eyetm, 
a few of which are: (1) difficulties In defining some programs and program 
clceaentsj (2) difficulties in getting accurate cost data; (3) added papex* 
vorkj (4) tendency to overlctp progrm and budget reviews; ($) soos limita- 
tions end time-lag in cost-effectiveness studies; and (6) overcentralisation 
in the Office of the Secretary of Defeiue. In order to overcome some of 
these contingencies, the Bopartzaent of Defense has recently undertaken a 
management survey. Eouever, ik> chsnges have been announced. 

Despite these restrictions the new systisa has proved to be an im- 
provement over the old manageoent tool and sigzrlflcantly more effective. It 
Xu*ovides the Secretary of Defense and his iisaediate advisors with meaningful 
infoimtion by which th<^ are able to make major decisions on future defense 
programs* With this manageeient tool at his connsnd, the Secretary of 
Defense Is now ctqiable of exercising his authority, direction axd control 



81 



ia aa effective awroer* Catxigb the use of the planniivs^ prognuMisg sad 
iMdgetlaG oysteci the loi;5*8ou^t "real unification'* of the armed services 
has been accosglished without oaOor rcor^^anisation of the defense 
cstabliohaeat* 

Itee of the progrsm bud^ttog system iu the Korean military ,estab~ 
lifthBsnt is dilficolt because of the unique military situation of Korea 
today, the size and nature of the defense hud^ts, and the political, 
economic and social factors invxilved. Ifevcrthsless the nev v«y of looklxig 
at the Korean defense budget should be helpful and bonefioial in achievins 
better allocation of defease res^nxrces as veil aa eahancics economy and 
efficiency. 

rerhaps the most significant contrlbutiozis are the introduction af 
the cost-effectiveness approach end the econosxlc study of defense problems 
as a basis for sound decislon-mshing to orient the traditi<» 3 al vay of thihh- 
isg into critical search and analysis of alternatives in terms of (»)sts and 
benefits* 

Another benefit vould bo the attospt to relate the resource ii^ts 
to xailitary outputs in terms of missions, tashs and national security cb- 
«}cctivies, in order to obtain an integrated viev of defonso spending. 

Similar efforts should ls& directed toynrd iutc^p:«tlng long-range 
planning to programs which in turn vould lead to treating the budget in a 
ztore synti^tic and nsanlngful iwnner. Pefox’e a decision is made there 
ol&xdd always be a considerable pro^ction of a mador prograa into the 
future in financial terms* 

She Republic of Korea is required to maintain large military forces 
for national security in ordsr to deter or be ready to meet the threat of 
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Ccagai.nl<aaj consequently^ lartjo portions of its nations! inasources are 
alXocatei for dsfKwc puipoeee. Since the country is acall axxl its 
defense denands are it is iagierative tlmt th«i*s he effective^ effi- 

cient^ and Justifiable utilisation of public fui^ in all areas of the 
Korean nllitar/ establishsiant. mns^eaent of the defense oroanization 
should continually probe the boat vays to allosate resources and control 
perfozmnccs in order to acco£C|)lish national security objectives in the 
most ccc{«tsat and ezp^iitious moner. In this respect^ the progrcaa budget- 
iiiQ system deser«as further stuly in order to Isiplaeient its ajypllcability 
to tiio Khraan ailitary situation* 
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